Odd 


Odd lot buying strengthens your financial holdings, because all of 
the burden is not on just one stock. 








Unforeseen conditions might affect one stock. With your total hold- 
ings divided amongst eight or ten leading stocks a depression in any 
one of them would not materially affect you. 


For Safety—diversify your buying—buy odd lots! 
Ask for M.W. 278 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir&@ 


{New York Stock Exchange 
(New York Cotton Exchange 


sociate Members: New York Curb Market 











Members: 








Are Your Bonds Insured 
Against Loss? 


—Or have you relied merely on promises and representations of safety? 
Through us you may purchase several issues of bonds which are 


—Irrevocably and unconditionally insured as to principal 
and interest by strong independent surety companies. 


Write for particulars of 


6 INSURED SAFETY and 
0 GUARANTEED RETURN 


The coupon is for your convenience. The information we have ready to send 
you should give you an entirely new angle on safe and profitable investing. 


Seeeees 


f-~—~-MAIL THE COUPON ropay--—— 
M -W. BRADERMANN Co. Please send me details of 6% Guar- 


Incorporated anteed Bonds. 
Underwriters of Guaranteed Mortgage Bonds 


pr Real Fstate Bond Market 
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Your Money is 
SAFE 


in SMITH BoNnDs 




















HE safety of SmitH Bonps lies in the 
"Lh owas character of their basic se- 
curity—modern, well-located apartment 
buildings and office buildings in impor- 


tant cities of the eastern United States. on $102 month or 


$10,000 or more 


026 


 ... offerings of SmirH Bonps, 
in $1,000, $500 and $100 denomi- 
nations, pay 614%. 


As long as these large cities exist, there 
will be a demand, in good localities, for 
large buildings in which to live and to do 


business. Such properties produce con- a i aia 


SMITH BUILDING, WASHINGTON, D. C. 


stant and substantial incomes, and give 
lasting protection to investors in First 
Mortgage Bonds. 


The F. 


No Loss to Any Investor 
in 54 Years 


—is due, largely, to the policy of accept- 
ing only conservative first mortgages on 
high-grade properties, occupying choice 
sites in safe cities. 


H. Smith Company’s record— 


tax provisions increase the yield. 


For men and of 
means, and others who wish to invest 
as they save, our Investment Savings 
Plan offers the opportunity to buy 
644% SmirH Bonps by payments of 
$10, “320, $30, $40, $50 or more a 
month. Regular monthly payments earn 
the full rate of bond interest—6%4%. 


women moderate 


Thousands of men and women, living 
in every state of the United States and 
in 51 countries and territories abroad, 
have bought Smitu Bonps by mail. 


Mail the form below for the 1927 edition of our booklet, “How to Build an Inde- 
pendent Income,” which shows how your money will grow at 614%, and for our 
new, illustrated booklet, ““Fifty-Four Years of Proven Safety.” 


THE F. H. SMITH Co. 


Founded 1873 


BOSTON 
ALBANY 


PHILADELPHIA 
BUFFALLO 


CHICAGO 


- 285 MADISON AVENUE, NEW YORK, N. Y. 


PITTSBURGH ST. LOUIS 


MINNEAPOLIS 
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Facts, Graphs and Statistics that will help you make your 1927 Business and Investment Plan 


—— | Free to Yearly Magazine Subscribers 


SALE 





MANUAL 


A Year Book of Financial, Industrial, Security and Economic 
Data. It is a most complete and helpful Manual prepared in 
a unique style, that saves the investors’ time and yet gives 
them complete information on every important industry and 
security. 


Yearly Magazine Subscribers Get This Volume Free 


HIS volume, issued on February 19, 1927, contains in statistical and text form, 
Because of the success of this information that will be invaluable as a foundation upon which to construct your 
book and the enthusiastic re- business and investment program through 1927. 

ception given it by our sub- 
scribers, it is now published The contents of this Manual have been selected by experts who devote their entire 
regularly every year. This time to analyzing business and investment conditions. They know what facts and com- 
Manual is not for sale and parisons will give you a basis for analyzing and forecasting business conditions and 
can be secured only through selecting profitable investments. In this new Manual we give this information in handy 
our FREE OFFER. reference form. It also enables you to determine the comparative strength or weakness 
of securities in the same groups. 














By publishing this Manual in February it is possible for us to include the Annual Reports of a large number of 
corporations as well as preliminary annual statements. | This book will be of tremendous help to every business man and 
investor throughout the coming year in making their investment and trading selections. Among other important features 
are: 


MARKETS— FOREIGN TRADE AND FINANCE— 
Foreign Bonds. 
Foreign Exchanges in 1926, with Tables and Graphs. 
of all leading companies for severa) years back. 
Stock Marl hog mond for 1926. i Seas 
Dividend Changes in 1926. Review of Unlisted Bonds. 
Bond Market in 1926, 


Bond Market Range for 1926. SECURITIES— 
Curb Market. 


DOMESTIC TRADE AND BUSINESS— Earnings and Financial Position, with Charts and Tables. 
° bien Railroad Automobil Mini 
Business Review Covering the General Situation. Public iilities a sen es a we ” Susur 


Important Banking Changes. Food and Packing Leather Coal Shippin 
Se a Chain Stores Machinery Ot Tobtooe 
Corporation and Government Financing in 1926. Insurance Tires Radio 
Important Economic and Political Events. Textiles Paper Curb 

One hundred tables and charts illustrating basic conditions in each industry and fully detailed tables giving leading com- 
panies’ earnings, financial position, etc., over a period of years. The charts and tables in this year’s Manual are especially 
important, as 1926 is added to previous tables without omitting a previous year, thus giving you the ranges of prices over 
periods of the last few years. Practically every company of importance whether listed or unlisted is included. The data 
gives the investor a complete record of the growth or decline of practically every leading corporation, which will enable 
him to determine the real trend of the company’s affairs. 


The Manual of THE Macazine or WALL STREET will give the latest obtainable official, semi-offcial, or other authori- 
tative data regarding the complete year’s operations in all industries, and the principal corporations. It is broader and 
more comprehensive than ever before. ; 


This valuable volume will be sent you FREE as soon as issued, providing you send in your sub- 
scription to The Magazine of Wall Street for one year, using the Special Offer Coupon. 





SPECIAL FREE Manual Offer 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New Y City. 
I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue. 
It is understood I am to receive free: 
The Magazine of Wall Street Manual, issued February 19, 1927. 


Publisher’s Note—If you are already a subscriber, your subscription will be extended for one year from present date of expiration. 
Canadian Postage 50 cents Extra; Foreign, $1.00 Extra. 
Feb. 12 M. 





ay 


ys wl wee 


———— 





Le we 729 


oe 









——s wv Ce 











BREEESESEE SE 

















| SESS ESERES RES 


POX 
Sf: -_—= = 
A LT LRA > 
u it Ah DoT MS AMON ¥: 








— 






—- ~ © oe" *” 
—— 






Super Power 


Standard Gas & Electric Co. System an Outstanding Example 


6¢ GUPER” POWER attains efficiency, —recognizing public and private rights. 
good service and reasonable rates by 


—massing production in large plants. This system has— 

—distributing energy over wide markets. 

—inter-connecting transmission systems. —144 power plants. 

—marshaling engineering and operating —1,492,976 horsepower generating 
ability. capacity. 


—concentrating purchasing power. 


—40,641 miles of lines. 


—consolidating credit and _ financial —1,485,000 customers. 


strength. 


—260,000 investors. 


New 4-color map of United States sent free with 
32-page illustrated booklet. Ask for BR-376 


H. M. Byllesby and Co. 


INCORPORATE 


Investment Securities 


231 So. La Salle St., Chicago 
Boston Philadelphia Providence 





111 Broadway, New York 
Detroit Minneapolis St. Paul Kansas City 
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| 
How the Business Expands: When you buy Profit Sharing Bonds, the prior 
obligation of a national chain of Finance | 
ar $3,438,271 a Se benefit _— Pe the | 
oe ee 7,753,016 steadily growing Business, Assets and Earnings. | 
aa yore You receive an Extra Share of the Profits | 
An Increase of 130% regularly in addition to 7% bond interest. pi A 
w-—-- 
Your money doubles quickly if invested and reinvested in Profit we Ae _— nc \ 

‘ ° L _ oO. \ 
Sharing Bonds over a period of years. Interest and Profit yt=— _— ys & Sone : 
Sharing combined give a return far above the aver- pit e ce ors? ew YO" otbe ’ 
age of other sound bonds. aa = ARENT nd ait ® \ 

~ ies 13H rot eat” a cue \ 

+ «* 
\ send Sparins ee ae : 
arence Hodson s [| \# ge 
ESTABLISHED 1893 == INC 1 wame ee 
L—— PECIALIZE IN SOUND BONDS = : guree® aie’ tt 
Ld YIELDING ABOVE THE AVERAGE rm) aia Lenders 
135 Broadway _New York ait a 














Securities CGarried on CGonservative Margin 





Weekly Out-of-Town 
Stock Letter Accounts 


—pointing out economic con- A special department of our 
ditions that may have a vital organization is completely 


| bearing upon the .course of equipped to give a prompt 
| security prices and effective service to out-of- 


town clients. 





| Sent gratis on request for M. W. 4 We invite correspondence 


Josephthal & Co. 


Members New York Stock Exchange 


120 Broadway New York 
Telephone Rector 5000 















































JOHN M. HART HENRY D. HART MERLE P. CHAPLIN 
Vice Pres. & General Manager Vice Pres. & Treasurer Secretary 


REXPULP COMPANY, Inc. 


Delaware Corporation 


MERLE P. CHAPLIN, INVENTOR and CHIEF ENGINEER 
Member of 
Technical Association of the Pulp and Paper Industry, and of the 
American Society Mechanical Engineers 
Formerly Engineering Department of Bell Telephone Laboratories, Inc., sub- 
sidiary of American Telephone & Telegraph Co., and Western Electric Co. 


MANUFACTURERS OF 
NEW PROCESS 


IMPROVED PULP MOULDING MACHINERY 


PATENTS APPLIED FOR IN UNITED STATES and FOREIGN COUNTRIES | 
Marshall & Hawley Patent Attorneys 





FOR MAKING 








~ 7 
MOULDED PULPWARE Pp 
Ld 


ADDRESS ALL COMMUNICATIONS TO CHICAGO OFFICE 


NEW YORK OFFICE: CHICAGO OFFICE: 
52 William Street 37 West Van Buren Street 
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They “ag Not What They Do 


5) UR inquiry department 
the other day received a 
telegram from a_ sub- 
scriber who, on his own 
initiative, had sold short 
1,000 shares of Western 

Maryland common at a price of 
$20 a share, and wanted us to 
tell him what to do now that the 
stock had advanced to $31 a 
share. Naturally, with a loss of 
311,000 and possibly more staring 
1im in the face the writer of the 
telegram was restive. 

The following is a verbatim 
report of the conversation that 
took place between two of our 
statisticians upon the receipt of 
the telegram. 

First Statistician: “What ever made 
him sell that stock short?” 

Second Statistician: “Don’t ask fool- 
ish questions. The man’s an idiot, no 
doubt. But he acted no different from 
any of the millions of investors who 
are constantly buying and selling se- 
curities without taking any trouble at 
all to investigate.” 

First Statistician: “Well, what'll we 
tell him?” 

Second Statistician: “You know as 
well as I that the stock isn’t worth the 
price except for merger possibilities. 





security prices has become vital. 


Manipulation has driven the stock up. 
Let him stay short and cover on a 
break. Tell him, though, that we can’t 
tell what the stock will do in view of 
the manipulation behind it and that he 
will have to take his chances either 
way.” 

The advice duly went out. Since 
then the stock had its expected 
break and we hope our subscriber 
covered with a small loss instead 
of the big one he had originally. 

It is not difficult to understand 
the psychology of a man who will 
buy or sell a great many shares. 
His idea is to make a large profit 
quickly. In this case he thought 
he saw an opportunity by taking 
a short position in a stock which 
already had an advance, the 
theory being that the stock would 
react. The theory is correct, but 
it is difficult to tell when to apply 
it. In other words, it was pure 
guess-work for this investor to 
hit on 20 as the proper place to 
sell Western Maryland. 

The forces of manipulation are 
often inscrutable and it takes a 
very foolish and reckless man, 
indeed, to put his puny forces 
against such overwhelming in- 
fluences, especially since he did 


not have the faintest idea of what 
was behind the move in this stock. 
When large financial interests 
compete against each other for a 
certain stock, it is usually the time 
for the investor to play the part 
of the bystander. It does not pay 
him to rush into the fray between 
titans for he is likely to be 
crushed in the process. 

It is better then not to take a 
position in securities unless there 
is at least some knowledge of the 
situation and a good deal of com- 
mon sense. When we consider 
how blithely this foolish investor 
gambled with his money when it 
really takes the hardest kind of 
work and the maximum degree of 
experience and intelligence to be 
able to figure out investment 
values, we do not wonder that 
people like to take a short cut to 
riches. Homely as the saying is, 
it is nevertheless true that this 
particular road is set with pit- 
falls which have trapped tens of 
thousands of inexperienced and 
even experienced investors and 
left their financial bones to 
bleach. Take the slower road, 
it’s safer—and surer! 


1. An Important Period Ahead for Securities 


—We have arrived at a point where a broad view of the underlying factors making 
New standards of values are slowly being created 


and in the process many securities will move radically away from their present price 


levels. 


are likely to affect the entire price structure. 


2. What About the Five-Day. Week? 


—Reporting the results of a nation-wide investigation conducted by this publication 


In the 


into the attitude of business men, labor and bankers on the five-day week. 
industry destined to be run on this basis, or is it impossible? 


This article points out specifically the forces at work and precisely how they 


Is American 
Would it affect profits? 


These and many other important questions are answered in the questionnaire we sent to 


february 
26th 
Issue 


FEBRUARY 12, 1927 


4,000 representative men. 


3. Special Security Features 


(a) The Pullman Company Recapitalization 


(b) Timely Bond Switches 


(c) A Vital Development in United Gas Improvement 
(d) The Mystery of Texas & Pacific 


4. Dividend Forecast—Part II 


—Covering the following groups of listed stocks: 


Automobile 


Building Material Petroleum 
Steel Chemical Accessory 
Sugar Metal Tire 


Merchandising 


Tobacco 


Watch for the Next Issue 
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Oakland Offers: 


Central location in West. 

Fast rail and ship service. 

Excellent labor. Good 

working climate. Low 

power rates. Abundant 

raw materials. Access to 
the Orient. 


e 








Compare 


your Power costs with Oaklands 


Electric Power Rates 
in Oakland 


2 to 9 H. P. Connectep Loap 
lst 50kwhperhp..... 4.06 
Next 50kwh perhp..... 2.1¢ 
Next 150 kwh per hp..... 1.3¢ 
Over 250 kwh per hp..... .9c 
10 to 24 H. P. Connectep Loap 

50 kwh per hp..... 3.6c 
Next 50kwh perhp..... 2.0c 
Next 150 kwh per hp..... 1.26 
Over 250 kwh per hp..... -9c 
25 to 49 H. P. Connectep Loap 
Ist 50kwhperhp..... 3.1¢ 
Next 50kwh perhp..... 1.9¢ 
Next 150 kwh perhp..... 1.le 
Over 250 kwh per hp..... .8c¢ 
50 to 99 H. P. Connectep Loap 
Ist 50kwhperhp..... 2.6c 
Next 50kwh perhp.....1.7¢ 
Next 150 kwh perhp..... l.le 
Over 250 kwh perhp.... .75¢ 
100 to 249 H. P. Connectep Loap 
50 kwh per hp... . .2.3¢ 


























Ist 
Next 50kwhperhp..... 1.5¢ 
Next 150 kwh perhp..... 1.0c 
Over 250 kwh per hp..... 7c 
250 to 499 H. P. Connectep Loap 
Ist 50kwhperhp.....2.1c 
Next 50kwh perhp..... 1.3¢ 
Next 150 kwh per hp..... .9c 
Over 250 kwh per hp.... .65c 
500 to 999 H. P. Connectep Loap 
Ist 50kwhperhp..... 2.0¢ 
Next 50 kwh per hp.....1.2c 
Next 150 kwh per hp..... i 

Over 250 kwh per hp..... F 

1000 to 2499 H. P. Connectep Loap 
Ist 50kwhperhp..... 1.9¢ 
Next 50 kwh perhp..... 1.1c 
Next 150 kwh per hp..... .9e 
Over 250 kwh per hp..... .6c 
2500 H. P. # over Connectep Loap 
Ist 50kwhperhp.....1.8¢ 
Next 50 kwh per hp.....1.0c 
Next 150 kwh per hp..... . 

Over 250 kwh per hp..... 3 














5 aie GREAT hydro-electric utilities supply constant electric power 
to Oakland at the rate scale listed above. @ Fuel oil sells at 
approximately $1.09! per barrel f. 0. b. Oakland. A supply is con- 
stantly available from four great oil refineries here. 


High grade bituminous coal for 
steam purposes is quoted at $7.25 
to $8.25 per ton f.o. b. Oakland. An 
unlimited supply is available. 


These figures tell one reason why 
manufacturing costs are low in Oak- 
land . . . one of the reasons why great 
national industries choose Oakland 
as the site for western factories. 


Send for a copy of “Industrial 
Oakland,” and learn why this com- 
munity is the fastest growing indus- 
trial district in the West. 


A technical industrial survey will 
be specially prepared for your par- 
ticular industry upon request from 
a business executive. 


[ALAMEDA | 
COUNTY~* 


This advertisement of Oakland and Alameda County 
—the West's fastest growing industrial district — 
is produced co-operatively by the Oakland Chamber of 
Commerce, the Alameda County Boardof Supervisors 


Market and Industrial Department, 
Oakland Chamber of Commerce 


uAXBos} CALIFORNIA 


COUNTY 


OAKLAND 


“Industrial Capital of the West’’ 


———_«»« 
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INVESTMENT & BUSINESS TREND 


Government’s Attitude on Foreign Loans—Cot- 
ton’s Bleak Outlook—Bonds as a Haven—The 


Real State of Earnings — Market 


»ILONG with the report of the Depart- 
AN ment of Commerce that the under- 
i writing of foreign securities in the 

By United States had broken all records 

x ‘ , in 1926, comes the announcement 
Swed) that it is the Administration’s policy 
“to interfere as little as possible with the 
floating of foreign loans” in this country. 
Up to this time, the attitude of the Govern- 
ment toward foreign securities floated here 
has been rather vague. Under the mantle of 
its seeming supervision, many loans have 
been sold to American investors on the 
strength of the suggestion that these loans 
were specifically approved by the govern- 
ment. 

It now appears that the Government be- 
lieves that the American public should em- 
ploy its funds as it sees fit and that if it 
desires to invest its funds abroad, it is not a 
matter in which there should be official in- 
terference unless broad questions of public 
policy and finance are involved. In other 
words, the Government does not undertake 
to pass on individual loans, at least to the 
extent where its supervision could in any 
way be accepted as an endorsement of the 
security in question. 

With the latest announcement, of course, 
comes the knowledge that the investor can- 
not and should not depend on the Govern- 
ment for an expression of opinion as to 
whether he should or should not invest in a 
particular foreign security to be floated in 
this country. He must then consider these 
securities in precisely the same light as any 
domestic issues which might be offered for 
his consideration. In other words, his pur- 
chase of a foreign bond or stock is attended 


Prospect 


with the same hazard as any other security. 
In the final analysis, he will have to depend 
on the veracity of his banker and the judg- 
ment of the skilled advisor. The Govern- 
ment is out of the picture, except for ques- 
tions of broad international policy which 
naturally cannot concern the average, 
private investor. 
mR 


COTTON ROM Mr. Westley’s 
SITUATION article in our last 

issue, it does not ap- 
pear that the outlook for 1927-1928 cotton 
acreage is such as to inspire much hope for 
relief from last year’s over-production. The 
only hope is that the yield per acre may be 
reduced through incursions by unfavorable 
weather and by insect depredations. The 
consumption outlook, though it would indi- 
cate a considerable increase both on account 
of the low price for cotton and the steadily 
gaining absorptive power of the world, is 
still insufficient to offset the tremendous 
over-supply. Within a few weeks, the prob- 
able extent of 1927 planting will be tenta- 
tively known. Unless there is an indica- 
tion of an important decrease in acreage 
planted, it does not seem that a further dras- 
tic decline in prices can be averted. 


xX 


HE continued absorp- 
tion of sound bonds 
by the public is one 
of the outstanding phenomena of the present 
financial situation. If anything, this move- 


BOND 
ACTIVITY 
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ment has gained in breadth and intensity 
since its inception almost two months ago. 
In the interim, prices have advanced stead- 
ily so that the average for selected bonds is 
higher than at any time since 1913. The 
yield basis of high-grade bonds is now lower 
than ever; regardless of this, however, in- 
stitutional buying continues to force the 
price of these gilt-edge issues upward. The 
overflow of demand is now concentrated on 
the second grade issues, especially in the 
rails. Convertibles continue active, as do 
those issues with warrants attached. New 
bonds of quality find a ready market and it 
is significant that the average yield of these 
newer issues is comparatively low, around 
5%. This, however, is no barrier to their 
successful sale to a bond-hungry public. 
Market students agree that there is consider- 
able shifting from common stocks, especially 
industrial issues, to bonds which would indi- 
cate a rather general lack of confidence in 
speculative stock values. A decline in stock 
prices, no doubt, which would bring the price 
of good issues down to a reasonable basis 
would witness a re-transfer from bonds to 
stocks. 


OR 


HE volume of 1926 
corporate reports is 
now steadily in- 

creasing and cast a somewhat different light 
on the actual status of 1926 in respect to 
earnings. A surprising number of these re- 
ports show disappointing results as com- 
pared with expectations. Some have found 
it necessary to write off losses incurred in 
the latter part of the year, thus offsetting to 
a large degree the satisfactory earnings of 
the first half or three quarters of the year. 
Others have incurred a shrinkage in latter 
year earnings which diminished the full 
year’s total. Such conditions, however, ap- 
ply as a rule to the smaller companies, the 
large ones fulfilling earlier expectations of 
satisfactory earnings. It seems that for the 
first quarter of this year, earnings in gen- 
eral will not be quite up to the standard of 
the same period last year. 


Rm 


N view of the ex- 
pected slack in 
building and 
construction activities, proposals of leaders 
in Congress that the Government greatly 
enlarge its budget for public improvements 
contains more than usual interest. It is pos- 
sible for the Government to give practical 
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support to business by going in heavily on 
its belated program for physical improve- 
ments. During a period of active business 
conditions, this is not advisable since it 
would put the Government in the position of 
competing with industry for labor and ma- 
terials. In a period of receding prosperity, 
however, it would be desirable for the Gov- 
ernment, to become a large buyer of mate- 
rials and employer of labor. This would 
promote better business. As long as the eco- 
nomic need for public improvements exists 
as it does today, there would be no great ad- 
vantage in continuing to postpone such en- 
terprises. The money market is easy and 
the funds can be conveniently obtained. 


x 


THE MARKET HE market has en- 
PROSPECT tered an exceedingly 

interesting stage 
with the railroad and petroleum shares, prin- 
cipally the former, now wholly occupying the 
center of the speculative arena. In previous 
reviews, we have repeatedly called atten- 
tion to the favorable position of both groups. 
The spectacular advance, especially in the 
railroad group, is in line with the expectancy 
cf these shares under present conditions. 
Activity of the low-priced rails, of course, 
cannot continue much longer on the present 
scale; in fact, the advance in many of these 
shares, brought on sympathetically by the 
pyrotechnics in Wheeling & Lake Erie, has 
clearly been overdone. The advance in the 
petroleum group is much more moderate and 
based on a sound position. These shares 
seem entitled to greater market considera- 
tion. Under cover of strength in the two 
active groups, quiet liquidation of many in- 
dustrial issues has been taking place. Re- 
ports of a number of industrial companies 
for 1926 were not up to expectations and the 
ensuing disappointment has caused the more 
conservative investors to commence to dis- 
pose of their more speculative industrial 
holdings. This seems sound policy and dis- 
criminating investors should take the occa- 
sion, while there is still time, to eliminate 
their weaker stocks, especially those repre- 


‘senting companies which have made disap- 


pointing showings in 1926. Obviously, if 
these companies could not hold their own in 
a period of general prosperity such as in 
last year, it may be reasoned that they are 
hardly likely to do better this year, when the 
general position of business seems to indicate 
that there will be a slight let-down. The 
market should continue selective, thus af- 
fording an opportunity for profitable switch- 
ing. 
Monday, February 7, 1927. 
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ge Prosperity 


What the Cold Facts of the Business Situation Reveal 


By E. D. 


OR several years it has been customary to 
| speak of business conditions in terms of 
great prosperity, the existence of which in 
the popular estimation has been attributed 
mainly to the Coolidge Administration. 
| “Coolidge Prosperity” has been so ad- 
vertised that it has become an accepted version of 
conditions, yet millions of people spread over large 
areas are becoming sceptical of reports of a pros- 
perity which they do not possess and are commenc- 
ing to show a disposition to inquire into it to find 
out why it has not yet reached them. 





A More Real Picture Needed 


With this in mind, the writer made a de- 
tailed investigation into certain im- 
portant phases of business conditions 
during the last year which, it is com- 
monly held, marked the high-water 
mark of prosperity during the 
past few years. His object, in 
fact, was to measure the pros- 
perity in terms of actual condi- 
tions as existing at the time and 
likely to exist during the early 
part of this year. No formula, of 
course, can ever be devised which 
will give a perfect picture of mod- 
ern, complex economic conditions 
but at least a more honest picture than 
that generally given by professional 
boosters and certain portions of the press 
is obtainable. The American public, one may 
be assured, is too intelligent to be taken in by ~*~ 
exaggerated claims in the long run and 
will sooner or later demand the facts, on 
which to base their own conclusions. 
_ AGRICULTURE.—The most. strik- 
ing situation which has been typi- 
cal of business in this country in 
the past few years, particularly 
in 1926, was the almost diametri- 
cally opposed set of factors oper- 
ating on agriculture, on the one 
hand, and on business proper, 
on the other. The condition of 
the farmer has been aggravated 
and still is by the impairment of 
his purchasing power incidental to 
low prices for agricultural products 
and comparatively high prices for manu- 
factured goods. 

This situation had remained 
unchanged during the post-war 
period but was arrested tempo- 
rarily in 1925 owing to the good 
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fortune of a large grain crop at a time when world 
prices were high. The business stimulation which 
resulted from this bonanza carried over into the 
middle of 1926 at which time, unfortunately, the 
effects wore off because the farmer was again con- 
fronted with low farm product prices. It is safe 
to say that current irregularity in business is due 
to growing agricultural distress. 


An Old But Powerful Influence 


It has been commonly claimed that the urban 
populations have been growing more prosperous 
at a time when the rural population has been grow- 
ing less so. The inference has been rather broadly 
derived that business in this country in recent years 

has proved somewhat independent of agri- 

cultural conditions and that, in effect, 
there is no reason why ordinary indus- 
trial and eommercial activities should 
not continue on a large scale despite 
an impaired situation in the agri- 
cultural states. If we go back 
into recent history a bit, we shall 
see why this contention is not 

verified by the facts. 

In 1920, there ensued the most 
violent break in farm prices in 
history. The farmer at that time 

became involved in a critical set of 

financial difficulties. Lacking pur- 

chasing power, he in turn involved 

business in general in his difficulties and 

ie the result was that 1921 was a really bad 

'. year for business men. 

In 1921, farm prices steadied somewhat and 

then started to rise, reaching a peak in 

August of 1925. During the latter part 

of 1925 and up to the middle of 1926, 

farm prices held well but have since 
lost considerable ground. 

The significant fact is that 
business, steadied at first by the 
1921-1922 recovery in farm 
prices, commenced to show vital- 
ity and then flowered into a pros- 
perous condition in 1925 when 
farm prices were at their height. 

It was not until the trend of farm 

prices dropped toward the end of 
1925 that business commenced to 
show signs of weakness, and the figures 
cited elsewhere show that during the 
greater part of 1926, the forces at work 
were not as satisfactory as in 
1925 when farm prices were still 
at their high point. In other 
words, there is still a very close 
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ALL OTHERS 
36.96 


for Steel Showing 








Significant Business 


Developments 
Showing the Trend in 1926 








Favorable 


Unfavorable 








Comparison 
with 1925 


—%— 


Comparison 
with 1925 
—%h— 





Bank Debits (1926). ..$642,300,000,090 


+ 6.5 





Bank Clearings 
$515,700,000,000 


+ 2.2 





Exports (11 mos. 1926). .$4,340,000,000 


4+ 21 





Cotton Consumption 
(11 mos. 1926) ... .6,081,000 bales 


+ 3.8 





Elect. Power Output 
(1926 k. w. hrs.) . .73,300,000,000 


+112 





Auto. & Truck Production 
4,300,000 


+ 23 





Pig Iron Production 
(1926—gross tons)...... 39,275,000 


4. ta 





Steel Ingot Output 


(1926—gross tons) 47,280,000 


+ 6.4 





Active Furnaces (1926) 


59.4% 


+10.0 





Car Loadings (1926) 53,309,000 


as 





Rwy. Gross Earnings 
D> S6ssaweuvs . ++ «$6,445,000,000 


+41 


Bank Suspensions (1926) 


+15.0 





Interest Rates (1926—Average) . .4.24% 


+ 5.1 





Imports (1926) $4,075,000,000 


+ 6.4 





(1926) 20,032 


Business Failures 


+ 62 





Business Liabilities 


436.7 





Price Index (Bradstreet’s) 
(1926) 





Stock Market Avg. (1926—The Mag. 
of Wall St.) 





Business Activity 


(1926—The Annalist) 





Cash Income All Farm Products 
$9,817,000,000 





Department of Agriculture 
Farm Price Index 





Building Expenditure (1926— 
187 Cities) $3,670,000,000 





Pig Iron (Bessemer) Prices (1926— 
Avg. per ton) $ 





Rwy. Net Operating Income 
$1,248,000,000 


4+ 98 


Composite Iron & Steel Price (1926 
—TIron Age avg. per ton)....$19.94 





Rail Machine Tool Purchases 
(1926—units ) 


+25.0 bushel) 


Wheat Prices (1926—$ per 


—l1.1 








Mail Order & Chain Store Sales (1926— 
Selected Systems) . .$1,340,000,000 





+10.6 per pound) 


Cotton Prices (1926—Cents 


—36.0 





relationship between the condition of 
agriculture and industry in this coun- 
try, which has not been sufficiently 
stressed by economists and students of 
business conditions to-day. 

Analyzing 1926, then, it is clear that 
there was little real prosperity among 
the agricultural sections of the coun- 
try and that the prosperity in indus- 
try and commerce represented largely 
the momentum imparted the previous 
year by the generally favorable eco- 
nomic setting of that time. It may 
then be argued that unless there is a 
marked improvement in agricultural 
prices in prospect this year, something 
hardly expected, business cannot be 
expected to make as much progress as 
in 1926 and certainly not as much as 
in the really prosperous year of 1925. 


MONEY AND CREDIT.—With the ex- 
ception of a number of financially in- 
yolved agricultural sections, where an 
unwonted number of bank suspensions 
occurred in 1926, the banking situation 
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showed comparatively little change. 
Money rates were a trifle higher, due 
to an increased demand for credit aris- 
ing from stock exchange and ordinary 
business sources. 

The latter, however, requires some 
comment. There is little doubt that 
except for the sharp increase in instal- 
ment-plan sales during 1925 and 1926, 
industrial and business activity would 
not have mounted as they did. In- 
stalment-plan sales, therefore, have 
been a stimulant. They have, however, 
absorbed large funds of credit which 
have remained liquid as long as pur- 


‘chasing power and employment re- 


mained high. It is significant that in 
recent months, the number of instal. 
ment-plan sales as reported by their 
principal beneficiaries, such as automo- 
bile companies and furniture manufac- 
turers, have slipped off. Further, there 
has been a fairly large increase in the 
percentage of goods thus acquired by 
consumers returned -to the origin-of 
purchase. 


In other words, a point has been 
reached where the instalment-plan sale 
cannot be counted on as heavily as for- 
merly to impart resiliency to the busi- 
ness situation. Should this prove to be 
the case, it would result in adding 
measurably to credit demand and thus, 
possibly, having an adverse effect on 
the money situation. 

Hand-to-mouth buying, fortunately, 
continues the typical method so that 
the frozen credit situation of a few 
years ago is unlikely. Our methods of 
distribution and control of production 
are now entirely too flexible to permit 
piling up of unsaleable goods. Never- 
theless, there are present in the credit 
situation seeds of a certain degree of 
money tightness. 


PRODUCTION.—Practically all the im- 
portant production indexes show that 
there was an increase in output last 
year. Demand during the greater part 
of the year continued oma very high 
plane and it could justifiably be claimed 
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that so far as manufacturing indus- 
tries were concerned a measurable de- 
gree of prosperity was attained. Such 
figures aS the 6.5% increase in bank 
debits, the 6.4% increase in steel ingot 
output, the 2.3% increase in auto and 
truck production, the 11.2% increase 
in electrical power output, the 4.1% 
increase in railway freight car load- 
ings, the 10.6% increase in mail order 
and chain store business and many 
others, point to an exceptionally active 
year. both as to production and dis- 
tribv tion. 

They indicate quite clearly why 1926 
is recognized as a year of prosperity 
so jar as manufacturing and retail 
sales are concerned. The figures, how- 
ever. are not conclusive as to trend. 
Furi 1er analysis reveals a considerable 
shrinkage in the very late months of 
the vear as compared with the same 
period in the preceding year. Thus, 
the Times Annalist Business Activity 
Index reports a drop of about 8.0% for 
December compared with the preceding 
December. The Federal Reserve Board 
reports a distinct slow-down in pro- 
duction in the last month of the year. 
The decline in building expenditures, 
about 5.8% for the country as a whole, 
is significant. 


Prices.—It is in the price situation, 
however, that the greatest room for 
scepticism exists as to the actual de- 
gree of prosperity last year. Accord- 
ing to the Bradstreet index, prices for 
1926 dropped 6.6%. This figure in- 
cluded all commodities, however, the 
principal source of decline being re- 
vealed by the Department of Agricul- 
ture showing farm prices to have 
dropped not less than 11.2%. If the 
farm prices were excluded from the 
general commodity price index, it would 
be found that the rate of decline in 
non-agricultural products was not par- 
ticularly great. 

Were the decline in industrial prices 
greater, there is little doubt that de- 
spite the fairly large increase in pro- 
duction, the profit margin would have 
been seriously impaired. It will be 
noted that the advance in combined pig 
iron and steel production 


a good earnings showing in 1926, es- 
pecially when it is considered that their 
increase in plant and labor efficiency 
contributed to the increase in net show- 
ing. At the same time, had produc- 
tion been slightly less, or had prices 
declined somewhat more, the steel com- 
panies would not have fared well. This 
is pointed out to show that the margin 
of earnings in this typical industry is 
not large and could easily be impaired 
by an adverse trend in either produc- 
tion, prices or both. The situation is 
practically true of all other industries. 

In other words, the “Coolidge Pros- 
perity” as relating to manufacturing 
industries could easily change into a 
less favorable condition, since the mar- 
gin separating both conditions is not 
especially wide. 

In regarding the accompanying table, 
it is important to note that out of 
twenty-nine important indexes, four- 
teen are favorable and fifteen unfav- 
orable. In a period of true prosperity, 
the proportion should be much more 
heavily on the favorable side. 


EARNINGS.—One notes that in 1926 
a smaller percentage of leading com- 
panies showed an increase in earnings 
than in the preceding year. This was 
especially true of the smaller compa- 
nies who were unable to compete on 
a satisfactory basis with the real lead- 
ers in their industries. In fact, 1926 
can easily be characterized as a year 
of intense competition, much more 
acute than in the preceding year. 

But of greatest significance are the 
figures relating to the condition of 
agriculture. Cash income of all farm 
products in 1926 showed a decline of 
6.1%. Such important commodities as 
wheat and cotton showed a decline of 
11.1 and 36.0% respectively. This is 
the real secret of the growing trend 
of irregularity in business. Its effects 
have been made manifest not only in 
the 15% increase in bank suspensions 
but in the 6.2% increase in business 
failures and the 36.7% increase in busi- 
ness liabilities. 

These are the cold facts of the eco- 
nomic situation in 1926. In certain 


respects they indicate a degree of great 
activity, in others they indicate the 
influence of highly adverse conditions. 
It was a year which could more aptly 
be described by the word FAIR than 
the word PROSPERITY. 


FUTURE BUSINESS.—Generally, - busi- 
ness and industrial activity have 
receded during the past few months 
and these conditions are being reflected 
in the stock market. During spring, 
seasonal conditions should bring about 
an improvement in some lines, but the 
improvement is not expected to be 
basic. Prosperity is not likely to be 
evenly distributed. And it will become 
clear that certain industries such as 
automobiles and building have reached 
a temporary resting point. 

Much will depend on the price trend 
of farm commodities. Any sharp up- 
ward trend would normally be followed 
by an increasing volume of general 
business but should the decline in these 
commodities continue or should it be- 
come apparent that real improvement 
cannot be expected this year, the ef- 
fects would be noted in a shrinkage of 
our business volume. This seems al- 
ready reflected in a rather wide decline 
in debits to individual accounts re- 
ported by member banks of the Federal 
Reserve system. On the whole, how- 
ever, it seems fair to state that while a 
recession of moderate proportions seems 
the more likely alternative, the country 
is in splendid shape to stand it and in 
the long run the effect will be salu- 
tary. But so far as “Coolidge Pros- 
perity” is concerned, the implications 
of that phrase seem no longer to be as. 
true as formerly. 

Looking back it seems that 1926 
marked a period of transition in busi- 
ness conditions and that 1927 should 
mark what relatively may be a resting 
place in the ultimately upward march 
of the business trend in this country. 


Note: Next issue contains a most 
important review of the position and 
outlook for the investment markets 
treated from an unusual angle. 





during 1926 was 6.9%. It PER 
will also be noted that the CENT 
decline in combined pig ios 
iron and steel prices during 
1926 was 6.7%. In other 106 
words, the increase in pro- 104 
duction about made up for 
the price decline so that it 102 
is sufficiently clear why the 
stecl companies for the most 
part were enabled to make 
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Will Railroad Shares Dominate 
the 1927 Market? 


A Forecast of Great Importance to Investors 


By J. A. POLLOCK, JR. 


take place when stocks 





ROPHECY isa 
P dangerous pas- 
time—yet it is 
the business of Wall 
Street and at this time 
the investor would seem 
to share with the spec- 
ulator in an unusual 
degree the need of es- 
timating the future. 
The investment market 
has been combed back- 
wards and forwards to 
supply the investment 
needs of the country, 
yet surplus funds are 
growing apace. As a 
logical consequence the 
man with capital is 
turning his eyes more 
and more to the higher 
grade common stocks. 
In this extremity old 
traditions in regard to 
the merit and stability 
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are cheap. For direct 
evidence of accumula- 
tion reliance must be 
placed on the record 
of the stock market 
itself, a notoriously 
unsatisfactory guide. 
Such as it is, how- 
ever, it gives evidence 
of one of the most in- 
. tensive and painstak- 

» ing campaigns _ that 
‘has ever been con- 
ducted along these 
lines. 


Four Thus there 
Accumu- would a p- 
lation pear to 


Periods ave been 
in the last 
seven years four pro- 








of railroad values are 

being’ revived. Thus 

the voice of not a few investors is being heard in the 
demand to know why the shares of an industry which 
was destined for ruin at the hands of the motor bus a 
few years ago, are now being recommended as embracing 
superior merit to the industrial issues. What has become 
of the motor bus? The answer, of course, is: nothing. 
Its competition is being as keenly felt as ever, yet the ques- 
tion is potent with the seeds of a new investor psychology. 


Public Unless the signs and auguries fail, 1927 is 
Attitude destined to develop a bull market in rails 
which will be bigger and better than any- 

thing we have seen in many a year. Broaden the above 
inquiry to include all the sometime ills, presumptive and 
real of the carriers, and the proficient in mass psychology 
may see therein a large segment of one of those great 
cycles of public opinion which, as motivating causes in 
the making and breaking of industries, certainly in the 
creation of bull and bear markets, rank very close to the 
play of pure economic forces. 
While one of those queer phases of public jubilation 
might very possibly create a rail market at any time, to 


justify prediction this market must rest squarely on the © 


three stout legs of the speculative stool. First, there 
must have taken place an accumulation of stocks in strong 
hands to ley the foundation for a sustained upward move. 
Second, earnings and near earning prospects must justify 
higher prices. Third, the time must be ripe for inaugura- 
tion of this campaign and the future free of events which 
could stop its execution. Underlying all this is the present 
and prospective strength of the investment market. 
While it may be unquestionably laid down as an axiomatic 
proposition that railroad shares partake as much of the 
nature of investments as of vehicles of speculation, so 
that other things being equal, the line of least resistance 
should be towards higher prices in this group. 

That there has been a large accumulation of rails should 
not require proof. Buying for strong account always does 
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longed periods of ac- 
cumulation accompa- 
nied by only three advances which displayed any rapidity or 
buoyancy and each of which was early nipped in the bud. 
The first of these, that of 1922-1923, followed the long line. 
of extreme bottom prices which held from early in 1920 
throughout the following year and represented the natural 
rebound from unduly depressed levels perhaps rather than 
inauguration of the new prosperity cycle. The advance 
brought on the only profit taking of importance in rails 
to date, at least to the extent that this may be gauged 
in the depth of the subsequent reaction. 

The second period of careful buying lasted throughout 
the presidential campaign when upon the election of 
Coolidge the public manifestly took over the rail market 
for the remainder of the year, with the result that prices 
were unable to advance virtually throughout 1925, although 
a brief advance took place in the closing months of the 
year. The break in March of last year seemingly opened 
the fourth period of amassment terminating in the August- 
September advance and the October break since which 
rails have gradually returned to their previous high and 
may now be in the fifth stage of accumulation. 


Their market action throughout the past 
year has been more strongly corroborative 
of this theory of continued lodgment in 
strong hands than probably at any time 
throughout the whole period. Thus in the 
last fifteen months the general market has been in a 
virtual stalemate punctuated by four setbacks of con- 
siderable proportions in which the rails declined either 
not at all or only to a fractional extent and following 
each of which the latter have gone into new high ground. 

As a matter of fact, continuation of the industrial 
market since the March break is seen under examination 
to depend entirely upon the advances in popular leaders 
and a few separate groups; the market as a whole, having 
never fully recovered from this setback. Looking back 
over the course of prices in the last year the industrial 
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list creates a picture of motion without progress, broadly 
suggestive of distribution, to which the relative stability 
and consistent strength of the rails offers a strong contrast. 
At no previous time have underlying monetary conditions 


been such as to allow the stock market to move in other 
than homogenous fashion for any protracted period. 
Founded upon a plethora of investment funds that is 
searching out intrinsic merit the present exception should 
in the very near future insure the rails a place in the 
sun. 
The necessity for the intense nature of the accumulation 
in rail shares arises primarily from two causes. In the 
first place, buying has been conducted not alone for in- 
dividual or institutional account, but for railroad account 
as well, the logical consequence of legalizing consolidations 
in the Transportation Act of 1920. In the second place, 


the last dozen years have seen relatively no increase in the 


capitalization of the industry, although 
the army of investors has increased from 
a figure of around 200,000 at the outbreak 
of the war to many millions today. Thus 
the supply of carrier stocks has actually 
diminished in proportion to the potential 
demand. 


most constructive groundwork was being laid for a cor- 
rection of these evils. 

Federal control of railways in 1918 and 1919 capped 
the climax of a fifteen-year period during which federal 
and state patronage had been directed along the wrong 
lines. The Transportation Act of 1920 in finally recogniz- 
ing that the owners of the industry had equal rights with 
the users thereof definitely ushered in a new era and 
a new theory of regulation. Since then the situation has 
steadily improved and at the moment holds out more 
promise than at any time in the history of the industry. 
Overmuch discussion has at last brought out of a cloud 
of misunderstanding and confusion into clear focus, the 
basic principles involved. 

In the second place the most important economic in- 
fluence affecting the future of rail earnings, the trend of 














commodity prices is distinctly favorable. Selling a service- 


rather than a product, the transportation 
industry feels a change in this level only 
in higher or lower costs and inversely 
thereto in a reduced or widened margin 
of profit. The commodity price trend is 
downward and )Yarring minor fluctuations 
should continue so for some time to come. 





It may therefore, well be asked how the 
continual withdrawal- of shares has been 
possible of accomplishment. The answer 
obviously lies in the fact that the new 
patrons of the stock market gained their 
elementary education in an era of indus- 
trial war-profits and abject distress for the 
transportation industry. Manifestly the 
sedate character of the advance in rail 
shares in conjunction with rapid gyrations 
in the more volatile industrials should have 
proved a sufficient means to invoke and 
reinvoke the originally acquired prejudices 
in favor of the one and against the other 
class of securities. 

At the same time there has been waged 
in the last few years a liberal campaign 
of educational publicity in respect to the 
rails backed up by a salutary type of 
analytical advice from bankers and brokers 
which should properly have been instituted 
a decade or so ago. This has had an im- 
measurably broadening effect and as we 
have seen the public is feeling an increas- 
ing attraction in this direction as registered 
in a quicker following to each upswing in 
the transportation stocks. Nothing more 
presumably would be needed to change in- 
herent prejudice into unbounded enthusiasm 
than a somewhat more sustained advance 
than has heretofore taken place. 


So much has been written 
concerning the favorable 
position of the industry, 
its remarkable earning power and the 
justification for higher values that there 
would seem to be little necessity for touch- 
ing upon more than the basic and elemental 
points in this phase of the question. In 
the first place, the reason for the investors 
inherent dislike of rails is due to a recog- 
nition of the fact that their values are not 
alone the product of economic influences 
but of government regulation as well. As 
is often the case the time at which the reg- 
ulatory abuses were receiving the widest 
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Closely correlated to this is the trend of 
interest rates, an important factor to an 
industry which customarily borrows to a 
larger extent than any other. These are 
the economic fundamentals underlying 
present and near future railroad values. 


Comparing In comparing values 
Value with present prices it 

may be noted that al- 
though the shares have advanced persis- 
tently if slowly, for several years, the ad- 
vance has at no time outrun in extent the 
improvement in earnings so that upon this 
basis rails are as cheap today as at any 
time in the last three years, a period in 
which leading industrials have sold regu- 
larly ten to thirty per cent. higher in 
relation to earnings. This comparison 
alone is non-conclusive. Large groups of 
stocks have been over-valued ere now, may 
conceivably be over-valued at the present 
time, and certainly will be again in the 
future. A comparison, however, of the 
present statistical position of the industry 
and the leading units therein with the 
position fifteen years ago or in 1912 is 
decidedly more determinate. 

Thus in general the common stock equity 
of the industry is selling on about the same 
level as at that time, when economic con- 
ditions more nearly approximated those to 
which we have and are currently return- 
ing, than at any time in the interim, and 
when the level values was a modest one in 
comparison with that attained in the three 
preceding bull markets. At that time the 
Class I roads were distributing in dividends 
over 70% of their net earnings before de- 
preciation and over 80% of net earnings 
after depreciation. 

In 1925 cash dividends required of total 
net earnings less than 40% before deprecia- 
tion and less than 50% after depreciation. 
In other words, the factor of safety is 
about three times what it was. Neverthe- 
less, we find standard railroad shares sel- 
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HE great international trade giant, 
T whose massive body has grown 

faster than his nervous system, 
has been given a potent “tonic” in the 
laboratories of the commercial com- 
munication companies that definitely 
establishes a much faster pace for the 
business world of tomorrow. In a 
quiet way, commercial communication 
has made greater advances in the past 
few years than in, perhaps, the entire 
preceding quarter of a century, and as 
business learns to make use of the 
efficient facilities at its disposal for all 
types of instantaneous communication, 
it will grow and prosper in direct pro- 
portion. Again the scientist has 
opened up new opportunities for the 
expansion and organization of indus- 
try. 

The year 1920 might be marked as 
the turning point between the old and 
the new era in communication. Prior 
to 1910 commercial communication was 
a mere infant, through sheer physical 
inadequateness, unable to cope with the 
demands that a growing commercialism 
placed upon it. 

During the next decade, it grew as 
is typical of a growing boy, in stature 
only but stubbornly retaining all of its 
clumsy, inefficient characteristics. 
The “Nervous Throughout all 
these years, the 
business world 
learned to get along as best it could 
on a “poor nervous system” and pre- 
pared to function as well as possible 
without depending too much on avail- 
able mediums of communication. Sud- 
denly—almost miraculously—communi- 
cations made rapid strides ahead and is 
now waiting for business and industry 
to catch up, while the alert business 
executive in every quarter of the globe 
is learning day by day to take advan- 
tage of the new opportunities opened up 


to him by revitalized communication. 

A little more than five years ago, 
commercial radio was established be- 
tween the United States and Great 
Britain but the business man bound by 
prejudice against the then all too in- 
efficient services offered him thought of 
radiograms in terms of static, inter- 
ference, interrupted and delayed mes- 
sages. Lower rates were offered to 
tempt those who had occasion to 
use international communication and 
the service was found generally to be 
comparable, if not superior in some 
respects, to the old cable idea. The 
traffic grew at a surprising rate; in a 
few years taxing the new facilities 
comfortably close to capacity and the 
rate was brought in line with cable- 
grams without seriously cutting down 
on the volume. 

It was then that the cable companies 
began to realize that unless they 
shouldered their responsibilities in a 
more efficient manner someone else 
would take the load off their backs en- 
tirely—also the revenues. With an in- 
vestment of from five to six million 
dollars required to lay a new cable, 
the still young radio industry appeared 
to have an inherent advantage as far 
as future expansion to meet world’s 
communication demands were con- 
cerned. And here, as is usually the 
case, business called upon science to 
help it out of the dilemma. And the 
advances that were made within the 
past few years in the technique of 
communication —telephone, telegraph, 
cable and wireless—as well as new 
devices and efficient equipment, are all 
truly remarkable. 

In the old days when one wanted to 
make a long distance call from New 
York to Chicago, the proper procedure 
was to make known the desire and then 
wait one’s turn. If, for example, the 
sales manager in Chicago. found it im- 


perative to request a change in ship- 
ment schedules already in operation, 
the fleeting minutes meant profits and 
perhaps losing a good customer. Still 
the telephone company with its inade- 
quate facilities had such things as 
“peak loads” to consider and science 
had not yet shown the way to sending 
several phone messages over a single 
wire. 


Superimposed The uninformed tele- 


Phone Calls phone subscriber may 
gain the impression 


that business is slack, when he today 
calls Chicago from the New York 
and “gets through” with just about 
the same speed as a suburban call. 
The real explanation for this im- 
proved service, however, is the fact 
that a number of trained scientists 
have developed devices which make it 
possible to send one telegraph message 
and four different telephone messages 
over the same wire. But that is not 
all. By using two wires, and still more 
elaborate equipment, it is now possible 
to superimpose twelve different phone 
messages over the eight telephone mes- 
sages and two simultaneous telegrams 
already connected up to the two wires. 
Four wires (and between the larger 
cities the equipment and wires are 
already available) make possible an 
almost infinite number of simultaneous 
messages and with perfect reception at 
either end. 

One of the important and very re- 
cent products of the laboratory is the 
transmission of pictures by wire and by 
radio. The American Telephone & 
Telegraph Company, through its “tele- 
photo” department, is daily transmit- 
ting exact reproductions of documents, 
such as checks, deeds, letters, or photo- 
stats of important papers for business 
concerns who require an authentic 
record on immediate .demand.--An im- 
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portant application of this service in 
the investment business is shown in the 
accompanying illustration of two sec- 
tions of an advertisement of a new 
bond offering, with the exact type size 
and spacing marked by hand. This 
“ad” was sent from the New York to 
the Chicago office of a well-known 
financial advertising agency, in the 
form that is shown partially here and 
made it possible for newspapers in the 
east and in the west to announce the 
$25,000,000 offering simultaneously. 
Business executives are quick to adapt 
this new service to their needs, espe- 
cially in lines of activity such as financ- 
ng where the element of time is a vital 
onsideration. 


Calling London Just a few months 


on the ’Phone 2809 public an- 
nouncement was 


made of an extension of long distance 
lephone range, whereby through the 

id of wireless one can call any ex- 
change in the government-owned Brit- 
ish telephone system from any city or 
town through the United States. True, 
the idea itself is an old one, but it 
lacked both the recognition of commer- 
cial importance and refinements in the 
art of wireless transmission before 
coming into operation on a commercial 
basis this year. At the moment there 
exists a single circuit, accommodating 
one complete message both ways, but 
in theory simultaneous sending of a 
number of messages at the same time 
should be just as practical as over the 
land wires. Wireless engineers are 
making still further improvements in 
wireless transmission that will soon 
realize that end, one of which will quite 
probably be the “beam broadcasting” 
scheme of Marconi which has already 
demonstrated the possibility of a tele- 
graph signal and a telephone message 
simultaneously over one radio wave as 
a single medium. 

Also in the field of telegraphic com- 
munication has the advancement of the 
art materialized in line with improve- 
ment in other fields of communication. 
Through “multiplexing” it is now pos- 
sible to operate a number of telegraph 
“channels” over a single wire and the 
old hand operated telegraph key is 
abandoned for automatic machines, a 
number of which are operated simul- 
taneously on a single wire at high- 
speed and with clock-like precision. 
When a telegraph blank with single 


lines of printed tape pasted over the 
face is delivered at your office, you 
know that the message was sent at the 
same time and over the same wire with 
a number of other telegrams. 

These were all transmitted to what 
might be called a “mixing machine” at 
the sending end of the wire and, 
through other devices, were each 
recorded on a separate machine at the 
receiving end. Speed, accuracy and 
the ability to handle many times the 
traffic formerly sent over one wire is 
the contribution of this device. As far 
as the business man and his dependency 
on quick and accurate communication 
is concerned it means that either he 
must speed up his business to the in- 
creased pace of communication or feel 
the competition of other concerns that 
are adapting the new pace. 

In a sense, radio has stimulated new 
life in cable transmission in the same 
way that telephone and telegraph have 
been stepping on each other’s heels in 
the advancement of their respective 
technique. And as hinted before, for 
a time it looked as though the cable 
companies were doomed to fall behind. 
How to speed up their cables? That 
was the problem, and the solution was 
“permalloy”—a justly famous word in 
the commercial cable business. Permal- 
loy, a new metallic compound used to 
prevent losses of magnetic energy, has 
the effect of speeding’ up a cable about 
ten times the speed of the old cable. 
In other words, the new permalloy 
cable has the capacity of carrying 
messages at the rate of about 2,500 
letters a minute as compared with 
about 250 letters a minute on the old 
cables. 

There are now two trans-Atlantic 
permalloy cables in operation: one 
from New York to the Azores with 
connections to Spain, Italy, Germany 
and England and another recently com- 
pleted from Penance, England to New 
York. There are five “channels” now 
operating on the one and four on the 
other. Both can carry ten “channels” 
when the traffic warrants. In other 
words, the laying of these two permal- 
loy cables last year provided facilities 
for trans-Atlantic cable communication 
which in capacity is roughly the equiva- 
lent of 20 of the old cables. 

No reference to communication would 
be complete without recognition of the 
part played by air mail—a service now 
extended to many parts of the country 


by the Post Office at a relative modest 
advance over ordinary postal charges. 
Although really in its infancy, the 
routes cover an aggregate of about 
9,000 miles over which there were car- 
ried some 16 million letters in 1925 and 
quite probably more than 20 million 
last year. It was thought at one time 
that this new means of communica- 
tion would cut into the telegraph and 
phone business to an appreciable ex- 
tent. The volume of traffic noted above 
has had no effect on the other mediums 
of communication, however, for both 
the cross country telegraph and long 
distance telephone traffic along the 
routes served has shown a similar in- 
crease. What has actually happened 
is that the nation’s business is feeling 
the increased efficiency in all kinds of 
commercial communication and is tun- 
ing up to a higher rate of speed. 


The most spectacu- 
lar development but 
one which at pres- 
ent has no commercial application 
is the “broadcasting of moving pic- 
tures.” Although officially denied, it 
is known that engineers of one of the 
largest “communication companies” in 
this country have perfected a device 
that broadcasts “movies” and has in- 
stalled about twenty-five receiving sets 
in the homes of officials of the com- 
pany. Mechanically the device is said 
to be perfect, comparing in perform- 
ance to the entertainment offered in 
the ordinary moving picture theatre. 

The problem that confronts this com- 
pany at present is how to turn this 
new device into revenue producing 
channels. The same problem arose con- 
cerning radio broadcasting in-its in- 
fancy—before big-business recognized 
its value as a publicity (advertising is 
hardly an accurate term) medium. 
Perhaps some live-wire business execu- 
tive will devise an ingenuous plan to 
turn this latest device to his profit—as 
business men have in the past been 
quick to turn other mediums of com- 
munication to their advantage. 

It is obvious that business requires 
the fastest type of communication to 
keep efficient in the competing race. It 
is by no means a stretch of the imagi- 
nation to state that within a few years 
it will be possible to reach any com- 
mercial center in any part of the world 
in just a few minutes’ time. The sav- 
ing to business will be incalculable. 
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Willthe Nickel Plate Merger Ever Be? 


HERE are many students of rail- 
road affairs, speculators and in- 
vestors, who are keenly inter- 

ested in the fate of a large and unique 
railroad merger plan that has been “on 
the fire” for well on to three years, and 
which is not off yet, or at least not 
made effective. The wonder has been 
for some time, “Will this merger ever 
be?” 

The fact is that the most recently 
modified form of the plan of which the 
public ever has had any knowledge— 
the plan has never been made public 
in complete shape officially—expired by 
limitation on February 1. No effort 
was made to extend the time from that 
date for its consummation. It simply 
was allowed to die a natural death. 

And now the question is “What next, 
if anything?” Will the whole under- 
taking be unscrambled and the proper- 
ties put back where they were before it 
ever was conceived? Who can answer? 
Apparently only two men. 

The situation is such that it is as- 
sumed in railroad and banking circles 
that something will be done. Too many 
hundreds of millions of dollars and too 
many thousands of miles of valuable 
railroad are involved to have the whole 
undertaking abandoned altogether. 


The Nickel Plate Merger 


Reference is made, of course, to the 
attempts of O. P. and M. J. Van Swer- 
ingen, of Cleveland, Ohio, and their 
associates there and in New York, 
particularly the latter city, to form the 
gigantic Nickel Plate merger, about 
which probably there has been more 
talk than any other similar undertak- 
ing since the famous Northern Securi- 
ties Company, way back in the remark- 
able merger year, 1901. 

The Nickel Plate proposition was, in 
various respects, one of the most unique 
and unusual railroad mergers that has 
ever been brought forth. It was to em- 
brace well on to 10,000 miles of line 
and companies with an aggregate share 
of capital of close to half a billion dol- 
lars. The new Nickel Plate was to 
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—If Not, What Then?— 
By R. W. VINCENT 


have a share capital at the start of 
nearly $350,000,000. The funded debt 
outstanding was to be approximately 
$600,000,000. It was to take in the 
New York, Chicago and St. Louis Rail- 
road, commonly known as the Nickel 
Plate, and which in itself represented 
the merger of several lines; the Erie, 
Chesapeake & Ohio and Pere Mar- 
quette, and likewise the Hocking Val- 
ley, which came in because of being 
owned by the Chesapeake & Ohio. 

The plan was largely at variance 
with the tentative grouping plan of the 
Interstate Commerce Commission for 
placing all the railroads of the United 
States in 19 or 20 geographical groups. 
Glancing over that document, the aver- 
age reader will be surprised to find 
that in the making of the Nickel Plate 
plan the four principal companies 
were taken out of as many groups, or 
systems, as they are designated in the 
I. C. C. scheme. 

It provided that in system No. 5 the 
Lehigh Valley and Nickel Plate should 
go together. The very next system, 
No. 6, was to be headed by the Pere 
Marquette, while the Chesapeake & 
Ohio, Hocking Valley and Virginian 
were to make up No. 8. The Erie was 
placed at the head of No. 4, and in 
addition to its own constituent compa- 
nies, such as the New York, Susque- 
hanna & Western, was to include the 
Delaware & Hudson, Lackawanna and 
other roads that would make up a 
powerful grouping of anthracite car- 
riers. 

It will be recalled that the whole 
Nickel Plate scheme began with the 
purchase by the Van Sweringens of 
control of the New York, Chicago & St. 
Louis Railroad, commonly known as the 
Nickel Plate, from the New York Cen- 
tral. Later the Lake Erie & Western 
was acquired from the same source. 

Apparently then it was that the 
possibility and feasibility of a big 
merger that would involve these and 
other roads, began to develop in the 
minds of the Van Sweringens and their 
associates. It was not to stop with the 
putting together of several railroads in 


the Central West, but it was proposed 
to have one or more outlets to the At- 
lantic Seaboard. One was obtained 
through the purchase of the thousands 
of shares of Chesapeake & Ohio stock 
held by H. E. Huntington, a nephew of 
Collis P. Huntington, the builder of the 
Southern Pacific, and cther railroads 
forty years or so ago. 


The Erie Situation 


The Van Sweringens were supposed 
to have acquired additional Chesa- 
peake & Ohio stock in the open market. 
At any rate, they elected their directors 
and took over control of the company, 
merging the New York office with the 
Nickel Plate office in Cleveland, but 
continuing operating headquarters in 
Richmond, Va., and likewise the oper- 
ating and traffic officials and forces. It 
was stated in the original Nickel Plate 
merger plan that the old Nickel Plate 
company held 155,000 shares of Chesa- 
peake & Ohio stock. 

But seemingly one outlet from the 
Central West to the Atlantic Seaboard 
was not regarded sufficient for this am- 
bitious enterprise. Accordingly, large 
blocks of Erie shares were purchased. 
George F. Baker, Sr., was understood 
to be vitally interested in the Nickel 
Plate merger and not averse to turning 
in his personal holdings amounting to 
many thousands of shares, and to 
recommending that his associates and 
friends do likewise. In fact, he was 
supposed then to be one of the most 
powerful of several financial backers 
for the entire enterprise. It was defi- 
nitely decided that the Erie should fur- 
nish the much desired outlet at New 
York, as the Chesapeake & Ohio had 
done at Newport News. 

In rounding out their system, the 
Van Sweringens apparently decided 
that it would be desirable to tap De- 
troit, one of the greatest automobile 
manufacturing centers in the entire 
world. They, therefore, began to buy 
the common stock of the Pere Mar- 
quette Railway in the open market, 
and it advanced materially, while most 
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observers, even di- 
rectors and officials 
of the company, 
were wondering 
what was going on. 
After this movement 
had been in prog- 
ress for some time, 
one summer after- 
noon the Van Swer- 
ingen brothers 


Pere Marquette common. 








Profits of the Van Sweringen Brothers 


W HEN the original Nickel Plate plan was made public in August, 

1924, it was officially stated that the old Nickel Plate railroad 
owned 155,000 shares of Chesapeake & Ohio common and 120,000 of 
It was disclosed later that the Vanness Co., 
80% of whose stock was owned by the Van Sweringens, owned the 
following shares of the C. & O., Erie and Pere Marquette: 


the election of J. J. 
Bernet, formerly 
president of the 
Nickel Plate, to suc- 
ceed F. D. Under- 
wood as president of 
the Erie, and the 
promotion of Walter 
L. Ross from vice- 
president to presi- 
dent of the Nickel 
Plate. 





walked into the of- 
fice of E. N. Brown, 
Chairman of the 
Board of that com- 


Road 
Cea 2: AGem.) 2... 


Total Cost Average 
(Millions) 


16.1 $92.57 


No. 
Shares 


174,800 


Per Share 


Among the many 
rumors was one that 
the Chesapeake & 
Ohio, instead of the 


Approx. 
Present 
Price 


$160 





pany, and announced 
that they owned 


Erie (Com.) 


387,000 9.0 23.34 


Nickel Plate, would 





100,000 shares of 


Erie (1st Pfd.) 


0.7 30.92 


be used as the hold- 
ing company, and 





the common § stock 
and asked Mr. 


Erie (2d Pfd.)........ 


52,600 1.4 26.80 


that perhaps all of 





Brown to go along 


Pere Marg. (Com.).... 


30,000 19 63.66 


the other companies. 
would not be taken 





with them by recom- 
mending a merger 











in at the same time. 
This reported pro- 











plan that they 
would submit later, 
first to his directors, and then to the 
stockholders. 

The plan came out in August of that 
year, 1924. The Van Sweringens hoped 
to be able to put it into effect by the 

following Jan. 1. But they soon found 
«that they were confronted with a great 
number of obstacles, regarding most of 
..which they had not even dreamed. The 
“principal barrier to making the plan 
“effective was set up by a committee 
irepresenting Chesapeake & Ohio minor- 
sity stockholders of which George C. 
Scott, of Richmond, was then chairman, 
and which was said to own and control 
“well on to 200,000 shares of stock. The 
“committee issued a long series of cir- 
“eulars to show that Chesapeake & Ohio 
“shareholders had not received fair 
j;treatment in comparison with the terms 
given to those of the Nickel Plate, Erie 
sand Pere Marquette. 

: The most formidable opposition on 
“the part of this committee developed at 
‘a prolonged hearing on the merger plan 
before the I. C. C. in Washington. 

Everyone interested waited for its 
decision. As the plan was so much at 
variance with that of the commission 
and involved many new features con- 
siderable delay in the arriving at a de- 
cision naturally was expected. It did 
not come until just at the close of busi- 
ness one day in March, 1926, a year 
and seven months after the plan was 
first made public in August, 1924. It 
will be recalled that the commission 
held that from geographical and oper- 
ating standpoints the proposed merger 
was justifiable, but that the financial 
structure was rather severely con- 
demned. It was held also that the 
Chesapeake & Ohio minority had not 
received fair treatment. 

In due time a settlement was effected 
with the committee by the Van Swer- 
ingens, and two of its members were 
elected Chesapeake & Ohio directors. 

After the adverse decision was 
handed down there was a long period 
of guessing as to whether the Cleveland 
brothers would attempt another plan. 
The best guess all along in railroad 
and banking circles was that they and 
their powerful financial associates had 
so much at stake that they would not 


700 


give it up, notwithstanding the body 
blow dealt by the I. C. C. 

When the writer flashed over the tele- 
phone to E. N. Brown, Pere Marquette 
chairman, that the Commission had dis- 
approved of the first plan, his in- 
stantaneous reply was, “That means a 
new deal all around.” In due time it 
came. Last summer the Van Swerin- 
gens presented a modified plan to the 
Chesapeake & Ohio, Erie and Pere Mar- 
quette directors. It never was made 
public by them. 

The Chesapeake & Ohio minority 
committee was no better satisfied with 
its proposals than with those contained 
in the first plan. Pere Marquette di- 
rectors asked for better terms for their 
common and preferred shares and got 
them, after prolonged negotiations dur- 
ing an extremely heated spell. The 
board of the company thereupon ap- 
proved of the plan last July. Chairman 
Brown did not see or hear from the 
Cleveland brothers from that time to 
the expiration of the plan on Feb. 1. 

It might be explained right here that 
the plan provided that in order to be- 
come effective it must receive the ap- 
proval, not only of the directors and 
stockholders of all the companies in- 
volved, but also of the I. C. C. by that 
date. 

So far as can be learned, the modi- 
fied plan never was formally approved 
by any of the boards except that of the 
Pere Marquette. The Erie was supposed 
to have acted the day that George F. 
Baker, Sr., sailed for Europe last sum- 
mer. It was found, however, not long 
after he had gone, that at least one 
vital feature of the plan had been mis- 
understood by the Erie board when it 
took action. Mr. Baker was said to 
have been informed of this fact by 
eable. During his absence no official 
action was taken, and no announcement 
of such action ever has been made pub- 
lic in the months that have intervened. 
The same statement holds good with re- 
spect to the Chesapeake & Ohio board. 

During the last five months a great 
number of rumors have been in circula- 
tion with regard to the Nickel Plate 
situation, but no official announcements 
of importance have been made except 


posal was vigorous- 
ly opposed by what was known then as 
the Scott committee. George S. Kemp,. 

of Richmond, is chairman at present. . 

And now we are up to Feb. 1, 1927, 
and a few days more, with no an- 
nouncement from the Van Sweringens 
and everybody on the outside still 
guessing as to how and what, if any- 
thing, will be done next. 

Perhaps no official statement may 
have been regarded necessary, as de- 
posits under the modified plan never 
had been even requested. About that 
time it was definitely reported, but not 
officially stated, that the Chesapeake & 
Ohio was planning to issue $60,000,000 
additional stock to carry out certain 
plans of the Van Sweringens, chiefly 
the building of a connecting link in the 
Central West. 

A few weeks prior to that date, a 
firm of investment bankers in Rich- 
mond, one of whose members is now 
chairman of the C. & O. minority 
stockholders’ committee, issued an ex- 
haustive circular. It was based on the 
receipt of information believed to be 
authoritative that the C. & O. had been: 
buying Erie stocks. Many reasons. 
were presented as to why it would be 
disadvantageous, at least to minority 
stockholders in the C. & O., for that 
company to hold Erie shares, of which 
there are three classes, and on none of 
which a dividend is being paid. 

In the absence of definite statements: 
from the Van Sweringens, those who 
feel that they understand this extreme- 
ly puzzling situation, believe that the 
key to the plans of the Cleveland broth- 
ers relative to the future of the four 
properties that they had tried so hard 
to merge, may be found in the reported 
buying of Erie shares by the C. & O. 
Since the publication of the circular 
mentioned, it has been definitely re- 
norted in Wall Street that 130,000 ad- 
ditional shares of Pere Marquette had 
been acquired for the account of the 
Van Sweringens and their merger 
undertakings. 

The brothers never have asserted 
themselves in either the Erie or Pere 
Marquette except to have Mr. Bernet 
elected president to the Erie. Otherwise 

(Please turn to page 772) 
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OR the borrower to satisfy his bank is, commonly enough, to in- 
crease the value and profit of the business of the borrower to 
himself. Yet all borrowing is more or less dangerous and it is pos- 
sible for the merchant to reduce the danger by better management 
This article discusses this most vital problem. 


of his finances. 


O nearly every merchant, his bank 
is a fearful sort of organization. 
He goes there to borrow money as 
if he were asking a favor—an attitude 
that can be explained only on psy- 
chological grounds. For the banker is 
in reality a merchant too, a merchant 
who deals in credit—that is to say, 
money—just as the borrower deals in 
wheat or reapers, in leather or shoes. 
In spite of the fact that we say that 
business nowadays is done on credit, 
there must, nevertheless, be in every 
business a certain amount of cash if 
the credit is to function smoothly. The 
cash enables the merchant to meet 
easily those unforeseen conditions al- 
ways arising which might otherwise be 
disastrous, for example, a temporary 
depression which makes it difficult for 
him to meet maturing obligations. 


Too many merchants 
neglect the precau- 
tion of having a 
sufficient cash _ re- 
serve and _ proceed 
until it is too late on the erroneous 
assumption that their sales and collec- 
tions will always be made with a neat 
sort of automatic regularity, and their 
own borrowings will be repaid with 
new borrowings which they can make. 
This is a great mistake. Bankers recog- 
nize it as such and require as one of 
their conditions in making a loan that 
a certain amount of cash be left on 
deposit with them. This, of course, is 
not alone to the benefit of the borrower 
but is splendid business for the banker. 
But the borrower should not complain 
of a policy which operates as much to 
his own as to the banker’s benefit. 

It is frequently said that bankers 
would rather loan on good names than 
on good assets. This is quite true, 
provided we understand that to have a 
good name is more than merely to be 
honest. Most men, although their per- 
sonal integrity is beyond reproach, can, 
nevertheless, borrow no money from 
their bank, for they can show no rea- 
sonable use for the funds which will 
enable them to repay the loan when it 
becomes due. It must also be noted 
here that, between two borrowers of 


for FEBRUARY 12, 1927 


A Beneficial 
Policy in the 
Long Run 


Not Being Able to Borrow May Be 


a Great Helpto You in Your Business 
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otherwise equal standing, the more con- 
servative of the two will be the one 
who will find favor with the banker. 

In addition to the investigation 
which a bank makes into a borrower’s 
integrity, ability and conservatism, it 
desires to know his general financial 
standing. In every business a loss is 
always a possibility. If it does occur 
it must come, of course, first of all out 
of the concern’s own funds before the 
creditors are affected. So that the 
greater the concern’s own capital in 
proportion to indebtedness, the less 
chance there is of loss on the part of 
the lender. This is the reason for in- 
sistence by a bank on having the finan- 
cial statement from the borrower for 
it tells what financial ability there is 
to repay the loan when it becomes due. 

The size of a loan made to a par- 
ticular borrower rests in large part on 
what the statement shows him to be 
worth. I should like to emphasize, in 
this connection, that it is not so much 
his total capital that is considered as 
his so-called working capital—that 
which may be used for the purpose of 
paying debts. When a loan is due it 
must be paid with cash, and to deter- 
mine whether the borrower is likely to 
have the cash, banks have adopted the 
system of comparing a merchant’s cur- 
rent assets with his current liabilities 
and expecting him to have at least 
twice as much of the former as of the 
latter. By the “current assets” I mean 
the cash debts, due from customers and 
the investments that can be readily 
turned into cash, and by “current lia- 
bilities” I mean debts that must be 
paid shortly, say, within one year. The 
excess of the current assets over the 
current liabilities is the merchant’s 
working capital. A merchant worth 
$10,000 all invested in equipment 
would, then, receive less consideration 
from the bank than his competitor who 
had only half as much capital, but had 
it invested in salable merchandise. 

So far I have spoken only of the way 
to borrow money. But it is far more 
important to consider whether it is 
advisable to borrow at all. Excellent 
an institution as bank credit is, there 
are situations when it is exceedingly 
unwise to make use of it. One of the 
hardest things for a merchant to learn 





























is the inadvisability of using the bank’s 
money, for instance, to make long-term 
investments for buildings or machinery, 
or merchandise to be held for future 
rise in prices. In general, it is good 
business to borrow from a bank—or 
from anyone else—whenever additional 
funds are needed for a profitable ven- 
ture which it is confidently expected 
will produce the cash to pay off th 
loan when it is due. 

I must stress the point that the pur 
pose for which the borrowed money is 
to be used must be such that it wil 
produce the means for repayment o 
the borrowings. For this reason, as 
the money borrowed from a bank is for, 
a short period, it must be used only, 
for temporary requirements. Such re- 
quirements arise usually because of the 
seasonal nature of almost all business: 




























How the Business In normal time 


Man May Help a merchan 
should be able 
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imeel and willing t 
borrow from his 

bank. If he cannot, he should not 





blame the banker but should carefully 
diagnose his business; he can be rea- 
sonably sure that it is ill some place 

I cannot conclude without this cau. 
tion, that all borrowing is more or less 
dangerous—for it gives someone be 
sides the owner a preferred claim or 
the assets of the business—and that i 
is possible for most merchants to re 
duce this danger by better managemen’ 
of their finances. They can, in a sense 
borrow the needed funds from them 
selves. This statement, paradoxical a: 
it sounds, really means nothing mor 
than that the merchant should obtai 
needed cash by reducing his stock o: 
the debts due from customers. 

Many a business started very mod 
estly has grown to enormous propor 
tions because the owner could not bor 
row and had, therefore, to economize 
devote his energies to the most profit 
able tasks and expand from earning 
rather than from borrowed funds. I 
might be well if more business me 
were to follow this policy—to bu 
money as cautiously as they do th 
shoes and hardware they trade in. 
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Squeezing the Shorts—Modern Style 


The Spectacular Rise in Wheeling & Lake Erie Shares Convinces 
the Stock Exchange That Something Ought to Be Done About It 


QUEEZING the shorts has become 
a profitable pastime in Wall Street 
and the latest vehicle of assassinat- 
ing the unfortunates who tempt Fate 
by selling what “isn’t theirn” is Wheel- 
ing & Lake Erie common stock. Here 
is an issue representing a road which, 
though its prior preferred stock is en- 
tirely owned by J. D. Rockefeller, Sr., 
like the Erie of old, has usually elicited 
chuckles when mentioned in company 
with roads in good standing. 
Heretofore, the common stock has 
never been considered seriously by 
well-informed investors. All they 
needed to know was that there was an 


t accumulation of back dividends on the 
.. preferred stock amounting to the tri- 


fling figure of $72 a share and that, for 


~ all they knew, investors in the common 
i might have to wait until their grand- 
.. children graduated from college before 
» there would ever be a dividend. The 
* stock as recently as last year sold at 
* $18 a share and several weeks ago 


LN 
a 


could have been bought under 30. At 
this writing it is selling at over 89, 


’ and a neat little invitation has been is- 


sued by the Stock Exchange to its 
., members to report the amount of long 
» and short stock they are carrying in 
,. Wheeling & Lake Erie common each 
:. morning until further notice. 


A “Corner”? 


In other words, the N. Y. Stock Ex- 
change is anxious to know if there is 
a “corner” in the stock, its suspicions 
having been aroused by the exception- 


ally sudden jump in the shares on a 
large turnover, and the fact that a 
premium in varying amounts is being 
.demanded daily by those in a position 
-to loan stock to the trapped shorts. 
The Stock Exchange prohibits corners, 
-having had a sad experience with Stutz 
‘and, more recently, 


Piggly Wiggly. 


By J. WILSON THORNE 


words, this is one of those rare cases 
where actual values had little to do 
with the market price of the stock. 

What the shorts were oblivious to 
unfortunately was the economics of 
this particular railway situation. It 
happens that the Western Maryland, 
Pittsburgh & West Virginia and Wheel- 
ing & Lake Erie form an ideal link-up 
to carry freight from the Seaboard to 
the Great Lakes. Such a system could 
attract a great deal of business, now 
carried by other roads, since it would 
be in a position to put through freight 
rates into effect. The union coal in- 
terests of the Pittsburgh district, for 
example, would be in a position to 
compete effectively with the non- 
union mines of West Virginia and 
Kentucky as to shipments to the 
Great Lakes. Even if the coal had 
still to be shipped at a loss, the own- 
ers of the mines who also control the 
roads would be compensated by the 
additional amount of traffic that 
would be generated by the through 
freight rates. 

The Consolidation Coal Company, 
for example, which is largely con- 
trolled by the Rockefellers would be 
greatly benefited by this triple link- 
up between the Western Maryland, 
Pittsburgh & Western Virginia, and 
Wheeling & Lake Erie. Hence, be- 
hind all the current stock market 
activity looms the interesting figure 
of John D. Rockefeller. 

The Rockefellers, of course, are the 
central figures in the affairs of the 
Western Maryland and Wheeling & 
Lake Erie and are virtually in a posi- 
tion to control the price at which the 
roads would be sold. The only ques- 
tion exists as to the buyer. It had 
been previously reported but subse- 
quently denied that L. F. Loree was 
the buyer. Later reports have had 
it that the B. & O. was doing the 


which permits the holder of the pre- 
ferred to convert share for share into 
common, which situation led to the 
“eorner,” would indicate the Exchange 
may not be wholly immune to criticism. 


WHEELING 
LAKE ERIE | 
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;Corners invariably hurt the market; buying. Thus far, the identity 
,in fact, they have preceded more than has not been established. In any 
‘one imposing smash in the market. It case, it seems logical to ‘believe 
is the job of the Stock Exchange, that some powerful railroad in- 
(where it can, to prevent such occur- terest is intensely interested in 
\rences as corners. acquiring the Wheeling & Lake 

It is not so difficult to see why pro- Erie stock and that the shorts, 
‘fessional traders were tempted to sell who are trapped in the issue, 
.the stock short when it started its ad- have not counted on this develop- 
;vance from below 30 several weeks ago. ment. The price of the stock is 
(The fact that the company had never Now, of course, extremely high 
shown any really impressive earning and it is not to be doubted that 
ipower and that, based on even the then the real buyers who precipitated 
dow price of the stock, it was capital- the movement are not doing much 
jized at a greater rate per mile than buying at this time, leaving this 
‘almost any other road in America to the short interest. The ques- 
yadded to the fact that the company tion arises whether the Stock 7 4 
operates in an extremely competitive Exchange could have prevented B 
section of the country, seemed to the “corner.” The fact that it 
render the advance illogical. In other neglected to enforce the provision 
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Canadian National Railways 


ANADA stands upon the threshold 
C of a healthy, sound and con- 

stantly improving era of pros- 
perity; the year 1926, just closed, 
furnishes abundant proof of that fact. 
Speaking from a Canadian point of 
view, both fact and prospect are most 
encouraging; regarded from the stand- 
point of the United States, both are 
highly desirable. 

The economic relations of the two 
countries are so intimate that each 
must profit from the other’s growing 
prosperity. Canada offers an excellent 
field for the settler and for the in- 
vestor. The United States furnishes a 
few immigrants, but investment funds 
from the United States are finding 
their way here by the tens of millions 
of dollars, and possibilities have been 
barely scratched. And not least is the 
advantage to the United States that 
almost undeveloped sources of valuable 
raw materials are so close to American 
industrial and business centers, for 
most of these sources lie in territory 
that is served by ample railroad facili- 
ties. 

This was the keynote of an authorized 
interview for THE MAGAZINE OF WALL 
STREET with Sir Henry W. Thornton, 
K.B.E., chairman and president of the 
Canadian National Railways, the larg- 
est railway system under single man- 
agement in the world, having a total 
mileage of 22,878 miles. 


At Threshold of Prosperity 


“The time is coming when increased 
population will lessen opportunity for 
large numbers of Americans,” Sir 
Henry said, “and elbow-room will be 
more difficult to find. As the pioneer 
spirit still exists, many Americans will 
look for new places to settle and 
Canada needs many more settlers. 

“Many economists sometimes ques- 
tion the effect which increased produc- 
tion brought about by an increase in 
number of farmers would have upon the 
value of farm products. It is held by 
some that as the producing farmers 
increase in number the prices of prod- 
ucts offered by now established farmers 
would be correspondingly lowered. Dr. 
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An Authorized Interview with 


W. J. Black, Director of Colonization 
for the C. N. R., declares that the rec- 
ord of agricultural production effec- 
tively disposes of this supposition. 

“Ever since the western wheat fields 
were discovered it was held that an 
increase in production would result in 
a reduction in the price of wheat per 
bushel until it would be no longer a 
profitable crop. Modern experience, 
instead, demonstrates that a large vol- 
ume of production is necessary to en- 
sure adequate marketing organization. 

“When I say that I believe that we 
stand upon the threshold of a period 
of prosperity,” Sir Henry continued, “I 
mean one of considerable duration, and 
you know that the foundation of our 
prosperity rests very largely on the 
products of our soil—that is, upon our 
annual grain crop. An adequate mar- 
keting organization will automatically 
settle many of the so-called over- 
production problems. With regard to 
our grain, we are aided by a higher 
standard of living throughout the en- 
tire civilized world. In most countries 
the masses are demanding and securing 
better living conditions and better food, 
which means that annually they are 
consuming more white bread. One of 
our principal competitors in the world’s 
wheat market, the United States, will 
have each year a lesser quantity of 
wheat available for export purposes 
and may eventually become a large 
purchaser. 

“This seems to indicate a stabilized 
and probably an increasing price for 
our principal product which, in turn, 
will bring more acreage under grain 
cultivation in Canada. The consump- 
tion of our wheat in the Orient is 
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bound to increase and, although our ex- 
ports to that part of the world are to- 
day considerable, these exports will be 
largely augmented in the near future. 
It is for these reasons that we seem 
to be confronted with an increasing 
demand for our agricultural products 
at remunerative prices to our farming 
population. This in turn translates it- 
self into increasing population, an in- 
creased necessity for investments, an 
increasing demand for manufactured 
articles and consequently a general in- 
dustrial activity. 

“In my tour of the West last Novem- 
ber,” Sir Henry explained, “I was 
gratified to see the extraordinary 
healthy economic conditions which pre- 
vail. The farmers are happy and con- 
tented, and most of them have paid off 
their mortgages. thanks to the good 
crops of the last three or four years. 
They now enjoy many of the luxuries 
of life, among which I do not count 
automobiles; which have become a 
necessity, and for the same reason I 
may except radio. 


Statistical Evidences 


“Of course, when we say ‘Come to 
Canada’ we do not allude solely to 
settlers and new immigrants. Canada 
is a young country and needs persons 
in other callings. It needs, especially, 
more capital. The mineral wealth of 
the Dominion is, I believe, relatively 
unexplored, but all indications point to 
great future activity in this direction. 
The vast and undeveloped water power 
of Canada provides a cheap and elastic 
source of energy which should attract 
to us important manufacturing enter- 
prises. 

“Let me cite a few examples. Thirty 
years ago, Canada’s water power de- 
velopment was only 150,000 horse- 
power. Now it has reached more than 
4,000,000—the largest per capita de- 
velopment in the world, and the total 
turbine installation available amounts 
to 41,700,000 horsepower. Many Ameri- 
can enterprises are vast users of this 
energy. Ten years ago the United 
States manufactured three times more 
newsprint paper than Canada; recently 
Canada’s production has exceeded that 
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of the United States, although the 
United States is a large consumer of 
that paper. 

“Another statistical proof of our 
energetic commerce is our per capita 
export, which is about 3% times that 
of the United States. Last year’s 
trade of $2,160,000,000 was greater 
than that of the United States when 
the latter had a population of 76,000,- 
000. The estimated population of 
Canada as of June 1, 1925, according 
to the latest official figures, was 9,364,- 
200. 

“Is it any wonder that Canada is 
the only country, so far, which has 
lured the immigrant from America? 
Is_it any wonder that American capi- 
tal finds its way here in increasing 
amounts? : 

“T am not afraid of the introduction 
of foreign capital into Canada within 
reason. On the contrary, I welcome it. 
Despite the handicaps of a limited 
population and the war, our economic 
situation has steadily improved. Our 
railroad, with a deficit of $11,543,000 
in 1921, showed a net operating reve- 
nue in 1925 of $32,000.000 and I expect 
it will be about $45,000,000 for the 
year 1926.” ‘ 

In this connection it is pertinent to 
supplement Sir Henry’s estimate of 
revenues with Mr. Graham _ Bell’s 
annual report just made public. Mr. 
Bell, who is Deputy Minister of the 
Department of Railways, said that 
“1926 may find the Canadian National 
management in a position to pay all in- 
terest charges to the public from its 
own earnings, which would mean that 
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for the first time it will have been pos- 
sible to meet such charges without bor- 
rowing from either the government or 
the public for interest purposes.” 

This excellent showing is, of course, 
bound up with the prosperity of the 
Dominion. Sir Henry believes, among 
other well-known railroad economists, 
that when transportation systems earn 
all their fixed charges economic develop- 
ment and stability are in the saddle. 

“Capitalists from the United States, 
Great Britain and other countries,” 
Sir Henry continued, “are investing 
large sums in Canada and they are not 
doing so for any philanthropic pur- 
poses or motives. The fact that they 
are willing to invest such huge sums 
here seems to me to be the clearest 
evidence that they have unlimited faith 
in the future of Canada. 

“Canada’s trade with the United 
States is important. During the year 
ended September 30, 1926, Canada 
bought from the United States goods 
to the value of $652,974,113, which is 
equivalent to about $65 per capita of 
Canada. Canada sold to the United 
States in the same period $468,893,685 
worth of goods. Paper and forest prod- 
ucts hold first place among the United 
States imports, metals second and agri- 
cultural products also leading. A thing 
which I have noted, and which Ottawa 
officials have also alluded to, is that 
as Canada’s population increases, her 
trade with the United States also in- 
creases. The possibilities of future de- 
velopments along this line are un- 
limited. 

“Perhaps Canada has become too 


noted as a paradise for the fisherman 
and the hunter, and that is especially 
true of Quebec, Ontario and Manitoba. 
As a matter of fact, there are at pres- 
ent developments under way which 
aggregate an investment of more than 
$250,000,000, harbingers of new cities 
and business centers. Silver was dis- 
covered in Ontario in 1903 and in 
twenty years more than $200,000,000 
worth was produced and the annual 
purchasing power of this great Ontario 
mining area is estimated at approxi 
mately $100,000,000. The United 
States profits by it. As we develop so 
are developed American markets. 

“Today Canada produces 90% of the 
world’s cobalt, 80% of the world’s 
asbestos, 85% of the world’s nickel, 
9% of its silver and 8% of its gold, 
with the greatest part of its potential 
territory still unexplored. And what 
of other minerals? It would seem as 
if there were no limit to this vast 
natural storehouse. Many fine dis- 
coveries have been made. Southwest 
of Port Arthur iron ore has been found, 
and it does not seem unreasonable to 
expect that we may uncover an exten- 
sion of the Great Mesabi iron range of 
Minnesota, which has been responsible 
more than anything else for the vast 
iron and steel developments of the 
United States during the last thirty 
years. 

“Developments in the pulp and paper 
industry have been no less remarkable, 
and the eyes of the great publishers 
of the United States are turned toward 
Canada. Many of them have already 

(Please turn to page 774) 
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. Leases 50,000 hydro 
Abitibi Power & H.P. and one million 


Large power producer and 
paper producer whose 
earning power is gradual- 
ly working up to its 
large asset valus, 





Holds shares of com- 
panies owning coal 
and iron mines, steel 
,works, shipbuilding 
plants, primarily in 
Nova Scotia. 


British Empire 
Steel 


eee eeee 


Defective earning power 
seems chronic. Company 
in weak strategic position 
to offset American compe- 
tition. 





Largest privately 
7 owned railroad system 
Canadian Pacific.in Canada: Transcon- 
tinental with shipping 
lines, hotels, ete. 


Earning power on up- 
grade. Land sales re- 
vival should mean greater 
prosperity in future. 
Auxiliary activities very 
profitable, 





Biscuit producers, 
‘ plant capacity 2.5 mil- 
Christie, Brown..lion pounds monthly: 
important Toronto 

factory holdings. 


Company showing far 
greater earning power 
than previously. Inaugu- 
ration of dividends ap- 
pears premature, however, 
and stock overrated. 








Own 429 developed 
acres and 240 unde- 
veloped acres in South 

**** Porcupine, Ontario. 
Gold mining and mill- 
ing. 


Dome Mines. 


Present dividend rate 
appears in excess of real 
earning power. Reserves 
dwindling, and new 
properties not immediate 
prospects, 





Factory situated at 
Ford City, Ontario 
with general offices in 
Dominion and in 
British Empire, apart 
from Europe, 


Ford Motor 
of Canada 


Has exclusive rights to 
manufacture Ford prod- 
ucts in Canada and Brit- 
ish Empire apart from 
Europe, Tariff reduction 
has injured possibilities, 





Extensive copper min- 
Granby ing properties and 


i ...Plants in British 
Consolidated UE 


Cost reductions impres- 
sive and stock is discount- 
ing warranted dividend 
expectations. 





Scope of Canadian 
Activity 


__ Name of Company 


COMMENT 





— important “" 
e mining properties in 
Hollinger Gold..Porcupine Field and 
interests in Noranda 
Mines in Rouyn field. 


Strongest Canadian gold 
mining company with pro- 
gressive management, 
Good reserves and ap- 
parently high future earn- 
ing power, 





Controls Brittania 
Howe Sound..... Mining operating in 
British Columbia. 


Canadian properties dis- 
appointing but Mexican 
properties have redressed 
balance. Earnings at 
present high but reserve 
situation not clear. 





Operates refineries in 
large Canadian cities, 
and has extensive dis- 
tribution facilities, 

**Owns producing areas 
in Alberta of much 
promise. 


imperial Oil... 


Controlled by Standard 
Oil of N. J. and in effect 
its Canadian agency. Pro- 
duction possibilities slight 
at present but other as- 
pects good. 





Owns extensive ores 
and refineries in 

producing 
nickel and ‘‘Monel 
Metal.”’ 


Company has nearly a 
world monopoly in a 
greatly needed metal, 
Future possibilities large 
but present situation over- 
discounted. 





Owns 1.6 million acres 
and has Crown timber 
limits of 9 million 
Most of one 
million HP hydro 
capacity in Canada. 


Major interests now in 
Canada. Extensive power 
and factory construction. 
Factor in Rayon pulp, 
Company has large ex- 
pansion possibilities, 





Ownership and control 
of over 600 gold-bear- 
ing acres in Porcupine, 
Extensive mining de- 
velopment, 


MclIntyre- 


Sales of production have 
increased rapidly as has 
operating profit. Develop- 
ment progressing favor- 
ably. Future appears 
favorable, 





ah . Primarily Silver pro- 
Nipissing Mines..ducer controlling 846 
acres in Cobalt area. 


Ore reserves declining. A 
liquidation stock whose 
dividends must be con- 
strued as partly capital 
disbursement. 











De OY sts) sss) ss) sss) sss TTT 


TO Tt Tt Tb 


THE MAGAZINE OF WALL STREET 





An Indiscreet 
Discretionary 


By 
STEPHEN VALIANT 


fO\HE spirit of discretion is not dead in Wall 
ih Street. This noble quality—frequently at- 
tributed to be the better part of valor— 
plays a more prominent role in the activities of 
the financial district than is usually recognized. 
And this story, being an indiscreet one, will throw 
its light upon the unmentionable “discretionary 
account” to see whether or not it casts a shadow. 
For the benefit of the uninitiated, a discretion- 
ary account may be either a Dr. Jekyll or a Mr. 
Hiyde. In the former role it is an account in the 
name of John Smith, genial customer and life 
long friend of James Brown, affable partner and 
suecessful prognosticator of stock market trends. 
One day John Smith says: 
“Brown, old man, you know more about the 
market than I do. Suppose you trade with my 
account as you see fit. Noth- 








Story About 
Accounts 


A Subject Not Discussed in 
Polite Wall Street Circles 


confides the private opinions of the firm’s 
partners as to the market trend for the day? 
And is it not this same well-mannered young 
man who possesses advance information on 
dividend increases, special activity in the 
rails, new buying by large banking interests, 
secret information “from a director”? Has 
there ever proved to be a more sincere “consoler” 
when the market goes down or a more jubilant 
dinner companion after the close of a profitable 
session? 

Is there anyone in the office who is apparently 
better “posted” on what is going on in steel, or 
why the oils have failed to boom or what the 
General Motors dividend means to the future 
course of the stock market? “Not a bad idea 
to have this bright young man take over the. 

, management of my account,” 








ing too risky, you under- 
stand — just conservative 
judgment. In the meantime, 
I have my own business to 
attend to and when you de- 
cide to build that home in 
Bronxville Ill turn up a 
good piece of property for 
you.” 


lw 


UT, the discretionary account may be a Mr. Hyde 

also. Perhaps it is the account of Widow Jones, who 

does not understand what all those buy and sell 
slips mean anyhow and decides to “let the office run 
it.” Or it might be the account of the wealthy Mr. 
3utters of Chicago who, much impressed with the mo- 
mentary success of the firm’s best dressed customer’s man, 
takes the latter aside and offers (in a low voice) to “split 
fifty-fifty on the profits—you run the account.” 

Now let us consider the status of these several trans- 
actions. Ultimately it all falls back on the attitude of 
the New York Stock Exchange, its constitution and its 
by-laws. As far as the status of the customer’s man is 
concerned, the matter is a little vague. In all of the 
123 pages of the New York Stock Exchange Constitution 
and By-laws, this widely praised and effusively damned 
gentleman receives one mention. This, to the effect that 
without the approval of the Committee on Quotations and 
Commissions, no member may employ “any person for the 
solicitation of business, or any ‘so-called customer’s man.’ ” 
‘he afterthought of those who phrased this clause is 
refreshing. It calls up, among other things, the question, 
why are they so-called “customer’s men”? 


eS eee 


S far as the discretionary account is concerned, the 
reason why one so-calls business solicitors “customer’s 
men” is obvious. Who would say for instance, “I 
lave just placed my account at the discretion of the busi- 
ness solicitor of. Blank & Company?” It does not sound 
cuite right that way. But with unabashed pride we have 
heard traders state that they have “just been fortunate 
enough to arrange to have their account handled at the 
personal discretion of the firm’s customer’s man.” 
Even to say the “so-called customer’s man” would 
ring with a false’ note. For is it not he, who obligingly 
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thinks the ambitious ama- 


HIS delightful “inside” story of a certain evr trader—and thus the 

phase of Wall Street will not only charm 
our readers but tell them something of a situa- wa alee 
tion not generally discussed. Mr. Valiant’s 
subtle humor does not conceal the fact that 
“there is something wrong in Denmark.” 


discretionary account comes 
into being. 7 


HE attitude of the Stock 

Exchange on customers’ 

accounts handled at the 
absolute discretion of a repre- 
sentative of the firm is still 
more vague than its attitude toward the “so-called custo- 
mer’s man.” In fact, the former has no status at all as far 
as the Exchange is officially concerned—it is not even “so- 
called” anything. Officially, the attitude of the Stock 
Exchange is reflected entirely and exclusively through its 
constitution, which makes no mention of discretionary 
accounts. 

Unofficially, it is said that the sentiment of the member- 
ship of the Exchange is opposed to discretionary busi- 
ness. Traditionally, the members of this institution are 
brokers pure and simple accepting no measure of the risks 
or potential losses from the constantly changing price 
structure of the market in which they operate for their 
clients. As a matter of service, they provide suitable 
facilities for gathering such information and opinions that 
make it possible for their customers to properly appraise 
values. Frequently, the brokers are asked point blank 
for an opinion relative to the probable future course of 
the market and whether a quick profit can be expected 
from the purchase of a specific stock on margin. But 
when it comes to an outright discretionary account, this 
throws too large a portion of actual responsibility on the 
broker to meet with much favor under ordinary circum- 
stances. And for this reason the sentiment of the mem- 
bers of the Exchange is opposed to such accounts. 


* * * x 


change of the variety housed at the White House, 

he would probably put in something like this: 
“Although there is nothing in the Constitution of the 
New York Stock Exchange or its rules to prohibit dis- 
cretionary accounts it is a practice that is generally 
frowned upon by Stock Exchange members. Whenever 
a complaint of this nature is made to the Exchange, the 

(Please turn to page 734) 


W icra there an “unofficial spokesman” for the Ex- 
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The Magazine of Wall Street's 


Common Stock Price Index 


for 1927 


Announcing the Revision of Our Market 


N the last issue we presented to 

our readers the revised Common 

Stock Price Index for 1927. So 
far as we know, this is the only com- 
mon stock price index which under- 
takes to keep abreast of evolutionary 
changes in the character of the stock 
market by adding new speculative 
favorites to the list each year and 
eliminating stocks which have become 
relatively inactive. 

Under this policy, 
we have dropped 12 
issues that were in- 
cluded in the 1926 In- 
dex, and added 38 
which became conspic- 
uously active during 
the calendar year just 
closed. The new 1927 
Index is thus composed 
of 264 common stocks, 
compared with 238 in 
1926. It still repre- 
sents about 90% of 
the volume of sales of 
all common _ stocks 
listed on the Big 
Board, so that price 
movements in our In- 
dex will continue to 
follow very closely the 
corresponding changes 
in price level of all listed common 
stocks. 


IMPORTANT Readers’ will note 
CHANGES that three of the 
IN INDEX original sub-groups— 

Building Material, 
Capital Goods, and General—have 
been discontinued, and seven new 
groups added. The new groups are— 
Baking, Construction and Building 
Material, Dairy Products, Drugs and 
Toilet Articles, Electric Apparatus, 
Furniture, Paper and Publishing. In 
order to bring the 1926 group indexes 
into alignment with those for 1927, 
corresponding revisions have been 
made in the original grouping—as set 
forth in the accompanying complete 
table of group indexes for 1926. 

This revision has no effect whatever 
upon data previously published, ex- 
cept in the case of groups marked ‘*”, 
In time, a complete record of these in- 
dexes may come to possess considerable 
historic value; and we would suggest 
that the annual tables, which we hope 
to publish each January, be filed for 
reference. 
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Our method of maintaining contin- 
uity in the group indexes each year, 
despite changes in composition, is 
comparatively simple. Take the Pe- 
troleum group, for example, which has 
been revised by dropping two issues 
and adding six. To compute the price 
index of this group for Jan. 8, 1927, 
we first work out the price index by 
taking 1926 closing prices as 100; and 


HE Index was first published in the August 


28 issue and has since appeared in each num- 


ber. No other feature appearing in any financial 


publication has attracted so much attention in 
recent years, and it has been generally praised as 
offering the clearest and truest picture of stock mar- 
ket conditions presented to the public. In this issue, 


we announce our revisions for 1927. 


then adjust this 
“Year,” index to the 1926 level. The 
Petroleum group “Year Index” for 
Jan. 8, 1927 turned out to be 101.6. 
The 1926 closing index for this group 
was 95.28. Hence the continuous, or 
“Secular” (1925 closing prices taken 
as 100) index for the Petroleum group 
on Jan. 8, 1927, would be 0.9528 times 
101.6—namely, 96.9. 

We recognize that this method of 
computation is not ideally perfect—no 
security price index ever can be—but, 
for practical purposes, we are inclined 
to accept the process as about the best 
that can be devised. For “One-stock” 
groups—such as our Radio and Real 
Estate—the method is mathematically 
exact. In groups composed of a large 
number of issues—such as Petroleum, 
Railroads, and our Combined Average 
—errors of discontinuity where one 
year joins another will not exceed a 
fraction of one per cent., and even 
such small discrepancies will not be 
cumulative from year to year. 

The only serious dislocations that 
might creep in, when passing from 
one year to the next, would occur in 
groups of two to four stocks, where 
the price of one of the component 


intermediate, or 


“‘Averages” 


issues has been changing at a much 
more rapid rate than the others. Even 
here, there is the question whether it 
is not better to start all the issues 
of a group from a new parity each 
year, rather than permit the diver- 
gence in price paths to proceed so far 
that some swiftly moving stock comes 
to dominate the group index. 
However, there is no need of dwelling 
upon such purely tech- 
nical questions which, 
after all, are of chief 
interest to the statisti- 
cian. Readers who are 
interested in learning 
more of the technical 
basis upon which our 
Index is constructed, 
may refer to the orig- 
inal descriptive article 
which appeared in our 
issue of Aug. 28, 1926. 


COMPARISON 
WITH OTHER 
“AVERAGES” 


It should, perhaps, 
be noted that price 
changes in the Miscel- 

laneous group index become informa- 
tive only when the composition of 
this group is known and even then, 
observation must be confined within 
limits of a calendar year. No 
continuity in the index of this 
group, from one year to another, 
is possible; for its composition changes 
radically each year, and the group is 
merely used as a dumping ground for 
issues that can not be segregated con- 
veniently under any homogeneous 
classification. 

Considerable comment has_ been 
caused by the fact that the Maca- 
ZINE’S Price Index, toward the close 
of 1926, failed to reach the February 
“High,” when other well known in- 
dexes were climbing to record alti- 
tudes. 

The explanation is two-fold. The 
two oldest indexes are composed 
of an equal number of railroad and 
industrial stocks, and hence were 
dragged to new heights under influ- 
ence of high records reached by the 
railroads. 

Our railroad group also made a 
new high in September; but failed 
to drag the Combined Average along 
with it because our railroad group con- 
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stitutes only 15 per cent. of the whole. 
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——-” 0 UC CoMMON STOCK PRICE INDEX 


mental. The 
MaGAZINE’s Index includes trailing as (1925 Closing Prices =100) 


well as leading stocks. Other indexes 
are composed either of a few dozen poner 1927 Indexes 1926 Indexes 
well seasoned issues, relatively well in- —s Group Piss Se ee J ee 
trenched against last year’s highly Group High Low Jan, 22 Jan, 29 Close High 
competitive influences; or else of issues 
that are weighted by the number of = pee cosa enna ; pose all as po = 
shares outstanding, which also has the : sh ee 
effect of conferring undue prominence : Reeeeennres Sytpeent 7 6S WE 688 69.8 1119 
: : Alcohol 8 82.7 843 82.7 88.6 103.2 
upon price movements in stocks of the Automobile Accessories* 79.3 80.6 79.8 81.0 104.4 
older and stronger companies. Automobiles 712 71.6 71,2 76.4 104.0 
As pointed out on page 505 of our i ; 78.8 80.4 78.8 82.0 108.6 
Jan, 15 issue: “The stock market in oo : ne ae eee 
1926 was charaterized by a more or Construction & Bldg. "Material. ‘4 77.9 80.7 77.9 84.4 101.4 
less steady advance in high-grade Containers .1 97.8 97.3 97.9 100.1 110.8 
issues at the same time that more a a ae peed — pes a = 
speculative securities lost ground.” Department Stores* 7 12 19 12 73.7 i "7.8 
Should the situation reverse at any Drugs and Toilet Articles .0 148.8 148.8 150.7 152.5 159.1 100.0 
time, and the more speculative issues Electric Apparatus : 91.6 93,1 91,6 96.1 105.2 86.8 
advance while high-grade issues lag ae and Beverages* A 74.2 74.8 74,2 76.9 101.2 72.8 
fi g urniture 89.9 89.9 903 91.6 121.0 80.7 
behind, our Price Index would advance 69.8 762 76.4 69.8 102.4 68.6 
under such circumstances more rapidly Mail Order .0 83.7 83,9 83.7 88.0 101.6 75.0 
than other published indexes. This, te ee 79,6 81.9 80,6 79.6 110.8 738.0 
for example is what happened during Metata eae : pes poe ps one pe re 
the week ended Jan. 8, 1927. Miscellaneous* 8 96.7 99.0 96,7 100.0 (No Record) 
Market students should bear in mind ne Publishing . — = pr = 187.8 75.5 
ee * e . . F ; . ; ; 
that the Magazine’s Index is un- Public Utilities* 881 968 981 963 1080 82.8 
weighted because, from the investor’s ‘ 110.1 110.1 120.7 128.6 139.5 78.8 
viewpoint, one issue is just as im- Railroad Equipment* 101.4 100.3 100.5 100.7 101.4 103.3 84.8 
portant as another. A price change Real Estate 95.1 911 944 91,1 944 102.8 74.3 
of 10% means the profit or loss of — er — —— — si Pe 
$100 to the man who has invested 86.4 83.9 85.7 85.4 83.9 100.6 78.8 
$1,000, regardless of whether the com- = = = — 112.0 116.1 92.5 
mitment is in a billion dollar company Telephone skh AS Rh Oe ee ee ee 
or in one of very modest outstanding Textiles 92.5 81.0 836 81.0 92.5 1046 57.7 
capitalization. Our Index is not in- 149.0 146.5 147.8 146.5 147.8 148.3 94.5 
tended to show changes in the market Traction* 128.7 126.4 128.7 127.7 127.5 136.9 94.0 
valuation of corporate indebtedness. H—New HIGH record since 1925. 
It is designed to picture the outcome 
for an investor who puts his money 
into the average active common stock 
listed on the New York Stock Ex- 
change. 
Because of lack of space, we have 
decided not to publish the 264 indi- 
vidual component stocks which are 
members of the various groups. The 
table and chart, herewith, of course, 
will continue to be published in each 
issue in its accustomed place. We shall 
retain in each issue the N. Y. Times’ 
averages for the benefit of readers who 
are accustomed to this set of figures 
and who desire continuity in their 
stock market studies. 
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STOCKS 


Dividend Forecast Part If THE MAGAZINE oF WALL STREETS 
COMMON STOCK PRICE INDEX 
CLOSING PRICES = 100) 


—the following groups of 
edhe ame comals JFARAMJJASOND JAN MAY 
-—]926— + 1927 1 NS 
Building 6 Chemicals 


Material 7 Automobiles 
8 Ti (An unweighted Average of weekly closing prices, specially designed for investors. The 
res 1927 Index includes 264 issues, distributed among 37 leading industries; and covers about 
9 Accessories 90% of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
Metals It is compensated for stock dividends, rights and assessments; and reflects all important 
: 10 Tobaccos price movements with a high degree of accuracy. Our method of making annual revisions 
Oils 11 Merchandis in the list of stocks included renders it possible to keep the Index abreast with evolutionary 
, changes in the market, without impairing its continuity or introducing cumulative inaccuracies.) 
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1923 1924 


CONSOLIDATED GAS OF NEW YoRK 


INN 
WY 


PROPERTY = INVESTAENT WY 


1925 


What Does New Financing Mean 
to Consolidated Gas Shareholders? 


Common Stock Holders Faced With Vital 
Problem—The Logical Action to Take 


& Telegraph, Consolidated Gas 
ir of New York is the most impor- 
“tant public utility corporation in the 
~» United States. Unlike most other 
“large public utility systems, it is local 
-. in its scope. It serves the boroughs of 
js Manhattan, Bronx and Queens in the 
= city of New York, and the suburban 
‘: county of Westchester to the north. 
ae The population served is estimated to 
* be four millions or more. Although 
” the population of the Borough of Man- 
hattan is declining, the other three 
areas are increasing at a great rate. 
The decline in population in Manhattan 
affects merely sales of gas and electric- 
ity for domestic purposes as the busi- 
ness and industrial development more 
than compensates for this lost con- 
- sumption. 

Financial opinion has been impressed 
with the reported plans of Consolidated 
Gas to effect the greatest financing op- 
eration yet attempted by any public 

‘utility. These reports have focussed 
, attention on the remarkable gains in 
both capitalization and in the market 
, valuation of the securities of this sys- 
, tem in the last five years. In 1921 the 
‘entire funded debt of Consolidated Gas 
-and its subsidiaries does not appear to 
have reached 120 millions. It is today 
- 200 millions or 80 millions more. In 
/ 1921 there were outstanding only 1,- 
1 000,000 shares of common stock, which 
at the median price between the high 
‘and low quotations of the year was 
«valued at 85 millions. 

| If the contemplated financing is to 
‘take place as reported, there are to be 
: outstanding 4,320,000 shares of common 
{ stock and 1,200,000 shares of preferred 
: stock, after February,.1927. This as- 
; sumes that the new issuance of pre- 
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\ PART from American Telephone 


By RICHARD C. COPELAND 


ferred stock will retire the present 
small issue. Assuming an average 
market value of 90 for both the new $5 
preferred stock and the enlarged com- 
mon stock, we face a market valuation 
of 500 millions for the two classes of 
stock. 

In other words, it seems as if a mar- 
ket valuation of the total capitaliza- 
tion of Consolidated Gas now exceeds 
700 millions as against 205 millions in 
1921. <A gain in market valuation of 
about 500 millions is far from being 
unimpressive even in these days of 
large figures. When it is remembered 
that this constitutes a gain of about 
250%, it is pertinent to inquire whether 
the gas and electric business, both 
present and future, in New York City, 
warrants so impressive a rate of growth 
in market value. 


Three Vital Comparisons 


In valuing the great difference be- 
tween the market value of 1921 and 
1927, the investor is at once confronted 
with three possibilties. ‘The first is 
that the properties were grossly under- 
valued by the market in 1921, so that 
the advance in the last few years has, 
in a sense, rectified a market error. 
The second possibility is that gains in 
property investment, gross revenues 
and net income, or any of the three are 
in line with the advance in quotations. 
The third is that neither the past nor 
the present situation, but the tenden- 
cies making for accelerated future 
earnings give warrant to the gains in 
market valuation and present financ- 
ing plans. 

It is with the second assumption that 
analysis must begin. In 1921 the prop- 
erty investment was carried at ap- 


proximately 404 millions. This figure 
is reached by combining the property 
account of New York Edison and Con- 
solidated Gas together with their in- 
vestment in and advances to affiliated 
corporations. Our present consolidated 
balance sheet does not go back further 
than 1922. In 1925 this property in- 
vestment was carried at about 607 
millions. To this should be added 125 
millions in property investment. This 
includes reported investment made in 
1926 and projected investment in 1927. 
The new issue of preferred stock is 
understood to be in reimbursement for 
these expenditures. The total property 
investment thus appears to be about 
732 millions. This gain of 328 millions 
in property investment is still more 
than 170 millions short of the rise in 
market valuation in the same period. 
It is, therefore, not in property in- 
vestment as much as in the earning 
power of property investment that the 
entire reason for these differences in 
market valuations must be sought. 
Gross earnings of the Consolidated 
Gas Company, as revealed in its con- 
solidated statement, whether from op- 
erating or non-operating sources ap- 
pear to have been 113 millions in 1922 
and 138 millions in 1925, including in 
the latter year the sums in gas suspense 
account. Unfortunately comparable 
earnings for 1921 and 1926 are not so 
easily indicated, but it does not seem 
likely that 1921 gross was less than 
104 millions, or 1926 gross more than 
147 millions. Hence a gain of about 
43 millions in gross revenues has been 
represented by gains in market valua- 
tions. of more than eleven and a half 
times. that amount. Such a ratio is 
excessive unless it be assumed that. net 
income has shown both an increase in 
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quantity and as percentage of gross 
that will justify the increase in market 
valuations. 

To turn to income available for in- 
terest payments. This income rose 
from 31.8 millions in 1922 to about 41 
millions in 1925, crediting for the latter 
year, gas suspense account, in the lat- 
ter year. Assuming this figure as 28 
millions in 1921 and, say, 45 millions 
in 1926, which seems reasonable, a 
gain of 17 millions is noted. This gain 
of 17 millions is about 3.4% of the 
gain in market valuation of the total 
capitalization of the Consolidated Gas 
system in that period. 

A second angle of the net income 
phase concerns the earnings available 
to the common stock, or rather any 
class of stock, after interest payments. 
In 1922 surplus earnings available for 
dividend payments were 21.8 millions 
and in 1925, 26.2 millions. It would 
be rational to assume that Consolidated 
Gas and New York Edison earnings 
for 1921 were over 17 millions, 


we find in 1922, 31.8 millions and in 
1925, including gas suspense, 41 mil- 
lions. The ratio of property invest- 
ment to net income available for inter- 
est charges was 14.7 to 1 in 1922 and 
14.8 to 1 in 1925. Here also we see 
no gain. The ratio of property in- 
vestment to net income available after 
payment of interest charges was 21.3 
to 1 in 1922 and 20.1 in 1925, a slight 
gain. 

There is nothing in these three in- 
dicia to cause any enthusiasm as to the 
potency of present property investment 
in raising the possibilities of the com- 
mon stock. As a matter of fact, a 
law of declining returns appears to 
have set in. It is, of course, possible 
that the new property investment was 
unduly concentrated in these four years, 
and that that was the cause of its fail- 
ure to be reflected in immediate earning 
power. Even this thesis, though, is 
called into question by the need of 125 
millions further in 1926 to 1927, as 


than the amount that is important. In 
other words, he may assume that the 
increasing importance of electrical 
revenues will eventually cause the rate 
of increase in both gross and net in- 
come to be greater than it is at present. 
It is unfortunately true that the rate 
of gain in gas revenues has hitherto 
been disappointingly small, despite the 
increased industrial consumption of the 
fuel. In fact, in 1923-24-25 actual gas 
sales declined. The hope for the fu- 
ture must rest primarily in the elec- 
trical revenues, which are already 
more than four-fifths of the operating 
revenue of the Consolidated Gas .sys- 
tem. 


Earning Power and Future Dividends 


If the financing reported as con- 
templated is to be made effective, the 
first query is not so much the rate of 
gains in electrical sales, as the possibil- 
ity of the company earning these divi- 

dends. On 1,200,000 shares of 
== preferred and 4,320,000 shares 








applicable to stock issues. In 





1926 there would appear no 
reason for thinking them in 
excess of 32 millions after 
crediting gas suspense ac- 
count. Here we find a gain of 
15 millions in five years, at 
the most. Gains in stock 
market valuation of the pre- 
ferred and common stock capi- 
talization, after giving effect 
to reported new financing, ap- 
pear to be 415 millions. Here 
we find gain in earnings ap- 
plicable to stock issues to be 
about 3.6% of the gains in 
market valuation of the stock 
issues. This is far from being 
a satisfactory showing, unless 
the 1921 market valuation was 
grossly unfair. 

Since on the score of neither 
gains in property investment 
nor income can the market be 
wholly justified, an examina- 
tion of other important fac- 
tors becomes imperative. It is 
in the future rather than in 
the past that the question of 
Consolidated Gas _ financing 
may be resolved. These antici- 
pations must all turn about greatly in- 
creased future earning power. They 
must assume that the electrical rate 
structure remains what it is today, 
despite the sharp assaults of the city 
administration. They must assume 
that the future is indicated by present 
tendencies. Otherwise such conjectures 
would be mere hopes. 

One obvious indication in the past 
must be cited, though. In 1922, prop- 
erty investment together with invest- 
ment in affiliated companies was car- 
ried at 467 millions. In 1925 it was 
607 millions. Total operating revenues, 
and non-operating income were 113 
millions in 1922 and 1388 millions, in- 
eluding gas suspense, in 1925. The 
ratio of capital investment to gross 
earnings was 4.13 to 1 in 1922 and 4.39 
to 1 in 1925. In other words, each 
unit of increased capital investment 
seemed to result in less gross revenue 
per unit. On the score of net income, 
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Consolidated Gas Company 


Present capitalization 


Funded debt 


Preferred stock 
(To be retired at $56.25) 


Common stock 
Shares of no par value 


Prospective capitalization 


Funded debt 


Preferred stock 
Shares ($5. basis) no par value 


Common stock 
Shares no par value 


Rights 
Present common shareholders—For every five 
shares of common, to buy one share common 
at $75; for every three shares of common, to 


buy one share preferred at $91 
Market value of common with rights—$100 


Approximate value of rights—$4.57 


$200,000,000 
15,000,000 


3,600,000 


$200,000,000 


1,200,000 


4,320,000 


of common, both on a $5 basis, 
the Consolidated Gas Company 
will have to pay out dividends 
of 27.6 millions. After inter- 
est payments on funded and 
unfunded debt, the consoli- 
dated statement for 1925 shows 
earnings of 26.2 millions. If 
there is added to this about 4 
millions, estimated in gas sus- 
pense account, a total of 30.2 
millions results, or about 10% 
more than the new dividend 
requirements, as called for by 
the new financing. 

It is legitimate to assume 
that the $5 dividend on the 
common is to be continued, for 
this has been indicated as pol- 
icy. Whatever may be the in- 
crease in net income available 
to stockholders shown in 1926 
over 1925, it does not appear 
likely that it showed a gain 
that would greatly increase 
this margin. In fact, the in- 
come available after payment 
of interest declined from 1923 








ail 





to 1924 and from 1924 to 1925, 





reported, for property development. 

It is regrettable that the depreciation 
policy is not wholly clear. The con- 
solidated statement is not explicit with 
reference to annual retirement ex- 
pense. The account of the Consolidated 
Gas Company proper is not clear, since 
it lumps retirement and expense to- 
gether. The combined item has aver- 
aged less than a million dollars in five 
years. The balance sheet is not com- 
plete in this regard. 

It is difficult to believe that the re- 
serve for retirements and insurance is 
only 8.7 millions. Obviously the con- 
tingent reserve of 55 millions must 
curry the depreciation burdens. If the 
depreciation policy were isolated, the 
property investment question would 
contain fewer elements of guesswork. 

The baffled investor may well think 
of only one way left out of these abun- 
dant dilemmas. He may assume that it 
is the character of the revenues, rather 


apart from gas suspense ac- 
count, credited separately. f 

It is clear that present earning power 
is just about adequate to the dividend 
requirements of the new financing. 
Hence it is perfectly plain that the 
earning power to be created by the 
125 millions in new property develop- 
ment in 1926 and 1927, plus normal 
increase in consumption, is relied upon 
to produce a net income sufficient to 
pay out the dividends required by the 
new financing and yet leave a margin 
that would avoid early new financing 
at too fast a rate. 

It is not too much to say that the 
present dividend rate on the common 
stock might encroach on surplus, should 
the financing take the form that is an- 
ticipated. If, on the other hand, the 
dividend disbursement on the enlarged 
common stock is to be no greater than 
on the present, or 18 million dollars, 
then the possibility of meeting this 

(Please turn to page 761) 
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Boom in “Cats and Dogs” 


High-Yield Bonds Score Largest Advances—Market 


Becoming 


Blind to Dangers 


By LORING DANA, Jr. 


in Weak Bonds 








Four High-Yield Bonds in Attractive Position 





Amount 
Issue 


Prior 
Liens 


Times 
Interest 
Earned* 


Net Tangible 
Assets 
Ratio 


Call 
Price 


Current 
Assets Ratio % 


Income 





Driver-Harris 


fe SS i 


105 





Rosemary Mfg., 
Sec. 74s, 1937 ...... 13 





Consolidated Textile, 
Ist Conv. 8s, 1941 ..4.0 











Holly Sugar, 
ict S. F. Ye; 2937 ...2.3.1 





* 1925. (a) March 31, 1926. 

















N the recent rise in bond prices to 
their present high level, attention 
has been diverted to high-yield 

bonds, even to those that have con- 
sistently yielded over 8% for long 
periods. The last week of December 
showed a revival of these bonds featur- 
ing the bond market and it has since 
continued. These “Cats and Dogs,” 
in many cases, have now advanced 
almost to an investment basis. It is 
pertinent to inquire whether or not 
such marked advances ought to have 
been made, or, whether the popularity 
justly due to excellent bonds has flowed 
over to bonds which are not entitled 
to such higher valuations. 

In mentioning “Cats and Dogs,” for- 
eign bonds are, of course, excepted. 
Foreign government and _ industrial 
bonds have undergone marked ad- 
vances, but their quotations have not 
advanced for the same reasons as 
domestic bonds. In the case of foreign 
bonds their high yield has been conse- 
quent upon the political uncertainties 
that surrounded them. In the case of 
domestic high-yield bonds their high 
yield has been consequent upon their 
defective earning power, their weak 
assets basis, their unstable working 
capital, or their poor prospects for the 
future. 

While both domestic and foreign 
high-yield issues have been dissimilar 
as to the causes making for high yields, 
their advances have been due to the 
same reason. That reason is the high 
price of investment bonds, resulting in 
very low yields. Hence, high-yield 
bonds are scanned as they need not be 
scanned at times when high-grade 
bonds show reasonably satisfactory 


yields. When the yields of investment 
bonds are satisfactory the “Cats and 
Dogs” are likely to be unduly neglected, 
and, hence, the most promising of them 
are apt to be undervalued. But when 
the yields on investment bonds are low 
then the need for income promotes an 
excessive interest in speculative bonds 
and these are likely to be bid up be- 
yond their merits. 

It is at such a juncture that it be- 
comes important to distinguish between 
various types of high-yield bonds. In 
a sense, their dissection calls for as 
much skill as does the comparative 
valuation of investment bonds. Until 
the present, too much attention has 
been bestowed upon the investment 
bond and.not enough upon the specu- 
lative bond. It is necessary to group 
and classify, in this connection, all 
domestic bonds yielding 7% or over. 
Such a classification is a first aid to 
speculative guidance. 

Strange as it may seem, this funda- 
mental question has a direct and prac- 
tical bearing upon the’ present bond 
market. Were it not for the fact that 
bonds yielding 4% and bonds yielding 
8% are both called bonds, the investor 
would long ago have discovered that 
they have little in common except their 
formal resemblance. He would have 
discovered that a prime investment 
bond is determined in price almost ex- 
clusively by the level of interest rates 
and by the index of commodity prices. 
In other words, it is in basic general 
situations and not in the position of the 
company issuing bonds that the ex- 
planation of the price of the bond is 
to be sought. 

A perfect example, of course, is the 


non-tax-exempt Liberty bond. Its 
security is so unquestioned that no 
thought of anything but fundamental 
factors can enter into its price. From 
that point on a new factor enters. In 
the case of a bond yielding 4.5%, there 
are two factors. One of these factors 
is a lesser security than Liberty bonds 
enjoy. In other words, the special 
position of the company issuing the 
bond is taken into consideration. But 
the bond is almost independent of the 
trend of earnings of its company, pro- 
vided the company is fundamentally so 
strong that the market has placed so 
high a valuation on its bonds. It is 
these prime investment bonds that 
have been bid up for the last two years. 
They have been bid up because the 
price of money is low and the price of 
commodities low, and, hence, the yield 
and purchasing power of bonds at- 
tractive. 

On the other hand, the 8% bond is 
in an altogether different situation. Its 
price bears little relation, as a rule, to 
fundamentals determining bond prices. 
It sells to yield so much because its 
coupon payments are not assured. It 
is sensitive to every development bear- 
ing on the specific fortunes of the com- 
pany issuing the bond. In other words, 
it is very much in the position of a 
preferred stock of the poorer grade. It 
is very much inferior in market sta- 
bility to preferred stocks of high or 
medium grade. There is no reason why 
it should participate at all in the ad- 
vances of investment bonds, except 
one. That reason is that it is called 
a “bond” and that when the investor 
cannot obtain a good yield on good 
bonds he turns his attention, not to the 
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better preferred stocks, as he ought, 
but to poorer quality “bonds.” To this 
extent, and this extent alone, do high- 
yield bonds share in the market situa- 
tion of investment bonds. To discrimi- 
nate those speculative bonds about to 
graduate into the semi-investment class 
from those permanently weak, is really 
a problem that calls for the same ap- 
proach as in valuing stocks. The equip- 
ment of the bond analyst is well-nigh 
useless here. 

Since the possibilities of speculative 
bonds are to be valued on the same 
basis as that of stocks, they are really 
in the position of stock “specialties,” 
plus the valuation accorded them be- 
cause they are “bonds.” There are 
about three hundred and fifty bonds 
enjoying a fairly active market which 
sell to yield 7% or over. Of these 
about 120 are foreign issues leaving 
some 230 issues of domestic bonds sell- 
ing to yield 7% and over. It is reason- 
able to assume that among 230 bonds 
a great many still have speculative 
opportunities. It is also reasonable to 
assume that a great many of them will 
sell at even lower prices than they do 
today. Here is a large field for specu- 
lation, but one beset with dangers. 

In selecting these speculative bonds, 
it is best to choose those where the 
industry represented is definitely on 
the upgrade after a long depression. 
In the wool and cotton manufacturing 
trades and in sugar production we 
have two such instances. Hence, some 
of the very best of such opportunities 
ought to be found in these fields. In 
addition, of course, there is the case of 
an individual company showing an 
earning power changed for the better. 
The Driver-Harris Company is a good 
example of such a situation. Of the 
textile bonds, Rosemary Manufactur- 
ing and Consolidated Textile are ap- 
parently in line for further advances. 
Holly Sugar 7s are a good example 
of a speculative play in the sugars. 


DRIVER-HARRIS. 
Ist 8s, 1981 


This is a small 
issue, only $1,- 
115,000 being 
outstanding. _The Driver-Harris Co. 
manufacturers castings and wire. The 
company has extensive plants at Harri- 
son, N. J. The bonds suffered for a 
time under the comparatively small 
surplus of earnings over interest 
charges on even this small issue. But 
in 1923, interest charges were earned 
2.25 times, in 1924, 2.15 times, 
and in 1925, 2.7 times. The earn- 
ings of the company in 1926 are 
understood to have been satisfac- 
tory. A first mortgage bond, this is- 
sue is covered by assets of about twice 
the amount outstanding. In addition, 
working capital position is strong. 
That these bonds can be paid off at 
maturity admits of little doubt, when 
the high regard that the preferred 
stock enjoys locally is noted. A re- 
funding issue, with a much lower cou- 
pon rate, would be taken up. The issue 
is traded in over-the-counter but enjoys 
a good market. At 103% to yield about 
7.03% the issue hovers near call price. 
(Please turn to page 750) 
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Bond Buyers’ Guide 


Bonds for Income Primarily 


Prior 
Liens 


GOVERNMENT ISSUES (Millions) 


Argentine 6s, 1959......... teneaees Bam waa 
Dominican a 54s, Rs. 6.4 
Haiti 6s, 1952 a pace 
Chile, ext, 8s (due at 105), 1941. 


RAILROAD ISSUES 
Baltimore & Ohio, Ref, 5s, 1995...(a).. 
Erie & Jersey, Ist 6s, 1955 ac 
Genesee Riv., Ist 68s, 1957......... oe 
Great Northern, Gen. 7s, 1936....(b).. 
Kan, City Sou, Ref, & Imp. 5s, ’50. ‘oa 
Minn., St. P. & Sault 6%s, 1931.. 
M-K-T, P. L. 5s, 1962. 
Missouri Pac,, Ist & Ref, = 1949. (a).. 
N. Y., 0. & W., Ref. 4s, 1 
Ogdensburg & Lake Champlain 1st 4s, 1948 
Rutland, ist 4%s, 1941 
San Antonio & Aransas Pass, 

Ist 4s, 1943 

Western Pacific, 1st 5s, 1946... 


PUBLIC UTILITIES 
Am, W. W. & Elec. Coll, 5s, 1934..(b).. 
Commonwealth Power, 6s, 1947....(b).. 
Hudson & Manhattan, Ref, 5s, 1957 (b).. 
Kansas Gas & El. Ist 6s, 1 {e) 0 
Laclede Gas, OC. & R. 54s, 1958...(b).. 
New York Dock, Ist 4s, 1951 (a)... 
New York Edison, Ist 6%s, 1941..(a).. 
Ohio Pub, Ser., Ist & Ref, 7s, ’47..(b).. 
United Fuel Gas, Ist 6s, 
Western Union, 6%s, 1936...... os). 


INDUSTRIALS 
Am, Smelting & Ref., 6s, 1947....(a 
Anaconda, Ist 6s, 1953 a 
Bethlehem Steel, P. M, 5s, 1936.... 
Central “— 1st 8s, 

a Fe ies 


1947 ae 
Hershey Choc. oy, ant Coll, 5s, 1940. a. 
Int. Paper, Ist 5s, 1947 a 
Sinclair Pipe Line, S. F. 5s, 1942..(a).. 
So, Porto Rico, Ist Coll. 7s, 1941..(a).. a 
U. S. Rubber, Ist 5s, 1947 (b).. 2.6 


284.0 
139.8 
30.0 
74.6 


126.3 


Bonds for Appreciation 


Times 


Interest 


Erned 
on all 
debt 


batt et at et et BD DD et et et 


do Sod dD wOHOWROD 
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© 
~ 
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Primarily 


RAILROADS 
Chicago Gt. Western, 1st 4s, 1959. 
Central New England, Ist 4s, 1961. 
Erie, Gen, Lien 4s, 1996 
Int, Gt. Northern, Ist 6s, i952. 
Mo. Pacific, Gen. 4s, 1975 
Rock Is., Ark. & La, 1st oan Ms 
New Haven Deb. 6s, 1940...... 
Western Md., Ist 4s, 1952. 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968...(b 
Indiana Nat, Gas, Ref, 5s, 1936.... 
Manhattan Ry., Cons. 4s, 1990.... 
Market St. Ry. Ist 7s, 1940 
Montreal Tramways, Gen. & Ref. 5s, 

1955 


N.Y. & Richmond Gas, ist és, 1961.0). 
INDUSTRIALS 
Ajax Rubber Ist 8s, 1936.........(b). 
Col, Industrial Ist Gtd. 5s, 1934... ae 
Consolidation Coal Ist & Ref, 5s, 
1950 


Commercial Credit, Coll. 544s, 1935. (a). 
Republic Iron & Steel, Ref. & Gen. 
BYys, 1953 ..... ae eee AC eae 


oo) 
- RPDOWH DO 
aoaoeerao 


2.44 
1,16 


2.52 
2.74 


4.48 


1074%4T 
135T 
105 


107A 
103T 
10214, 
103 

105G 
105T 


Current Yield 
In- to 
come Maturity 
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Go Co tet 1 Oo et © a3 19¢ 
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114%, 
103%, 
112 


DUK ARVWRORS 
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PAAAAR AR AH 
CRISS HaR aw 
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108 

10414 
98% 

119% 


29 Dio 
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106%, 

102 
98% 
94% 

107%, 
9614 


AAAAARD ADAM 
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of Principal 


105 


“10647 


104T 
105G 


102%4T 
105 


107% 
105T 


105TA 
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AAAMAHRH 
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DEBENTURES 
Am. Chain, 8. F. Deb. 6s, 1938....(a).. 
Am. Type Founders, Deb. 6s, 1940.. 
Liggett & Myers, Deb, 7s, 1944.... 
Sun Oil, Deb. 54s, 1939 


SHORT TERMS 


Cen. of Georgia Ry., Sec. 6s, June 1, 1929 
Gen. Petroleum 6%, April 15, ’28...... ...- 
Sloss-Sheffield P. M. 6s, Aug. 1, ’29.... 1.7 


29.3 


31.1 





6.84 
5.88 
4.09 
2.11 


5.18 
4.55 


105 
105 


"105 


102T 
101T 
105 


4,94 
4.71 


102% 5.03 


Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100, 


are: on five-year basis unless shorter basis is only one available, 
guarantor company are given 
A—Callable as a whole only. 
G—Not callable until 1930 or later. 


are assumed, earnings of, 
Y—Recent pron nal oheat $2.16. 
lower prices. 


Where bonds 
T—Callable at gradually 











ii rs 


e 


page 2 
*@isé 


S77 FHititii § 


# 


2 2 
a a? 


if fi éicti f 









1D PROSP 


Z 


PA) Wes = 






‘I 


| \s0 et oP oe st we we 
x. = 4 





KS 











i J 3 


Wa 


Dee 
g VS Ch 


= 
Wx. \ dean, V7 YI. if 
a hel 







———} 
x 


ahh 


awa oe ~ 





eH, 
SA 


By 
Railroads uly Public Utilities 


Next Issue Contains Forecast of Eleven Other Impor- 
| tant Groups— How to Make Use of Our Ratings 





VX ——————————————e————SSSSSHPP}}}F¥ 






@X9)|N our issue of January 15, we discussed 
25%), leading security groups from the viewpoint 
¥ ¥i that time, the position of the leading indi- 
vidual stocks was analyzed in reference to 
many companies have released their annual reports 
and last quarterly statements for 1926. These, to- 
unfolding of industrial trends in the New Year 
now permit more detailed appraisals of individual 
possibilities. 

Accordingly, so that our readers may determine 
in the principal industries with particular refer- 
ence to probable income returns and market out- 
annual dividend forecasts. The tables in this in- 
stance cover the railroad and public utility groups. 
low in our issue of February 26. 

In order that the purpose as well as limitations 
derstood that the comments are intended to point 
out dividend possibilities rather than certainties. 
each case and have sought to show in what direc- 
tion they point without attempting to assert that 
fact. 

By a careful study of general conditions and 
rounding it, it is possible to form reasonably accu- 
rate conclusion in respect to a given company’s 
policy. Obviously, however, to state definitely 
what course it will actually pursue would be pre- 
to decide. Ability to increase or begin disburse- 
ments to stockholders is not always followed by 


of their broader economic prospects. At 

Ess) this general background. Meanwhile, 
gether with the data that have come to hand with 
company finances and earnings and hence dividend 
the relative merits of the various important stocks 
look, we present herewith the first section of our 
The second installment of these forecasts will fol- 
of these tables may be appreciated, it should be un- 
That is to say, we have weighed the probabilities in 
these probabilities will, in every case, become actual 
through knowledge of the peculiar factors sur- 
ability to alter or adhere to an existing dividend 
sumptious. This is a question for the management 
immediate action since the company directors may 
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well feel that conservatism and the dictates of 
sound business policy require them to proceed 
slowly. 

The tables, therefore, are offered as a guide to 
investors in judging dividend prospects subject to 
the limitations outlined. To enhance their practi- 
cal value, each security has been given a suitable 
rating. These ratings are based primarily upon 
investment merit rather than speculative possibili- 
ties, although the latter have been taken into ac- 
count wherever necessary. 

Thus, stocks marked (A) are considered attrac- 
tive at current market levels; those that have been 
given a (B) rating are regarded as unattractive, 
while in the case of issues that appear to have dis- 
counted visible prospects sufficiently in existing 
market prices, a (C) rating is given. To provide 
for stocks that have good long pull possibilities but 
which have reached levels which may be considered 
high enough for the present, a special rating is as- 
signed, namely, (D). 

From a broad viewpoint, it seems that 1927 will 
inaugurate a more than unusually uneven situa- 
tion in regard to dividend payments. It seems 
likely that a larger number of undustrial com- 
panies than in 1926 will cut or omit disbursements. 


. Offsetting this probability, however, is the bright- 


ening outlook for dividends in industries which 
have been making independent progress during 
the past year. Large stock dividends and “split- 
ups” are not likely to be as numerous as in the 
preceding year as many of the companies logically 
in a position to take such action have already done 
so. Public utility dividends, as outlined in the 
special review of this industry on the next page, 
are likely to be fairly stable. Railroad dividends, 
on the other hand, should show a number of in 
creases as these companies have not yet reflected 
their vastly increased prosperity in a proportionate 
increase in their dividend disbursements. This 
latter group is specially treated in the article “Wil! 
Railroad Shares Dominate the 1927 Market?” 
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T is almost axio- 
matic that 1927 
will see the dividend 
po.icies of 1926 re- 
peated among the 
public utility corpora- 
tions, either sustained 
or made more gen- 
erous. Two tendencies 
are now ruling among 
these corporations. 
The first is that of 


Safe and Sane Dividend Policies 
Among the Utilities 


A Period of Stabilization—Underlying Security Factors 


though not so important factor, is that 
of simplification of capital structure in 
some of the larger holding companies. 
None of the prevailing tendencies in 
any way jeopardize dividends. Earn- 
ings are augmenting, so that from the 
operating side alone there is nothing 
to be feared. 

Dividend policy among the utilities is 
tied up with financing. To the super- 
ficial, this is a defect in their fiscal 
administration. To the critical, it in- 


utilities to seek capital by junior 
financing rather than by the sale of 
bonds and debentures. This tendency 
prevailed especially in the boom market 
of 1925. In fact, preferred stock issues 
of underlying corporations and common 
stock issues of holding companies were, 
together with long-term debentures, the 
standardized methods of raising new 
capital. Stock issues accounted for 
nearly 62% of 1925 financing. How- 
ever, this financing was not tied up 
with dividend policy. Prices of public 
utility stocks, especially those of hold- 
ing company common stocks, rose to 
levels in which current income was 
entirely disregarded. 


Now More Bonds 


The collapse of these inflated prices 
















































































































































































stabilization. The second is that of troduces an important study. There in March, 1926, although ultimately 
: onsolidation and expansion. A third, was an increasing tendency among the — salutary, temporarily lessened the high 
! 
| HI Position of Public Utility Common Stocks 
i} _ 
; % Earned 
Price Range Cash in 1926 
| Company Earned Per Share -—192' Recent Yield on Market COMMENT 
1925 1926¢ High Low Price Div. % Price 
aa aes Amol in of i ith ch for stock divi- 
All America Cables ......... $14.11 $12.50 155 131 146 §$7 4.8 ‘st Sau eee: a 
| ~ Earni insufficiently developed for early dividend. 
f | Ameri, & Foreign Power..... 0.63 nl 42 14 21 ais aaa ig a eo 
d | S i i h rate within bounds of possibility. 
| Amer. Power & Light ...... 4.28 5.00 72 51 86 al 1.8 ee nee 
| indi i d ret to hold develop thro 
0 Amer, Tel. & Tel. .......0.. 11,79 12,00 151 140 152 9 5.9 <> Gee eee 
0 | Amer. Water Works ........ 3.56 5.40 4 & 66 it bl. 60 2.4 8.2 Further inereace in cash rate unlikely for present. (D) 
a | Brooklyn PUI OINS Sis asecais eieihse - 12.36 12.50 163 in) sk CO StCt«‘ 8.3 — Margin of earnings would permit higher dividend. (D) 
| fo 
p | Bklyn Manhattan Transit ... e465 5.52 78 64 67 4 6.0 se eee indicates chance for $5 rate. 
| 
F abl d hould d . 
. | Bklyn Union Gas ........-. 6.81 17.8398 68_— 90 4.4 ee ee re eee er 
cs in strong position but present dividend will probabl 
< | Qolumbia Gas & Elec. ...... 5.38 8.00 91 63 8 65 6.0 a ae a a 
| % Ca oe - + . . 
| Consolidated Gas ............ 6.89 7.00 115 8% 100 5 5.0 ee ee ee ee 
ig Detroit Edison ...... eawiease 12.27 12:40 141 123 136 8 5.9 ~ 91 7 No change in dividend anticipated. (D) 
1 Electric Power & | Light uates 1.01 1.15 34 15 16 7.2 Still growing but dividend unlikely for some time. (C) 
, | Engineers Public Service..... > 40 % 10 88... ang Netland peahallty WIN ho deterred enti cotrprten fe 
e | Federal Light & Traction... 2.68 3.00 47 28 38 —-c0.80 2.1 7.9 Cash rate susceptible to some increase. (C) 
y 4 | Present optional cash or stock payment could be in- 
: | General Gas & Elec. “A”... 3.17 550 59 34 42 150 36 185 eae en tA soso 
| a In er} n i x 
t | Hudson & Manhattan ....... 3.49 460 41 35 48 250 5.8 oo ee 
1 | Interborough R, T. .....e00- e nil e6.98 54 24 46 g15.2 Early dividend action out of question. (D) 
’ | Need of 1 funds f i likel 
- | International Tel. & Tel. ... 11.90 15.00 188 -M1_s1a7_— 4.7 a Se oe ee ee 
: | Laclede Gas ......... Wessene. 1088 15.50 196 146 183 8 4.4 8.5 Chance for extra payments from time to time. (D) 
Margin of earnings suggest liberal dividend 
! | Louisville Gas & Elec, “A’.. 5.55 600 26 22 2% 175 67 he Se ee a ree ee policy. 
y, : Mackay ...ccccccces ccccccce 7.03 7.00 138 122 123 7 5.7 5.7 No revision in present rate in prospect. (C) 
S FE | Manhattan Railway ......... ef4.62 ef9.27 62 38 49 5 10.2 g19.0 No chance for higher Fate under present conditions, (A) 
- ; | Market St. Railway ........ nil nil 10 4 5 AS ine set No possibility of dividend. (B) 
| Montana Power ......-... ee 5.39 6.50 86 69 82 5 6.1 7.9 Earnings growing. Probability of increased dividend. (A) 
National Power & Light ance 1.42 1.75 38 17 21 0.80 3.8 8.3 No dividend increase indicated for near future. (D) 
i Weak financial status will hardly permit dividend action. 
| ON, ¥. State Railways ...... 2.68 250 28 18 18 . , 13.9 (Bg) vi 
; | Present cnt in stoc licy. 
y ie Ai 3.12 3.75 67 42 48 410% 7.8 ig paym in stock appears to be established policy. 
oe rer Pee 0.14 0.25 22 12 13 ees sees 1.9 Some distance to go nefore dividends are In prospect. (C) 
Pacific Gas & Elec. ....... ae 2.38 2.50 34 29 32 2 6.3 7.8 No change in dividend policy indicated for present. ( (A) 
Peoples Gas ....00000. ccs.  SaNOe 12.75 131 117 126 8 6.4 10.1 Ample room and fair chance for larger dividend. (A) 
Public Service N. J. ........ 210 275 88 %% 88 2 6.1 9.9  Resent Inerensed payment alt to be expeeted fer: present. 
, Sou. California Edison ...... 2.79 3.00 35 29 33 2 6.1 9.1 Dividend increase not an early prospect. (D) 
Standard Gas & Elec. yer 4.23 7.00 69 51 55 3 5.5 13:7 Not likely to change dividend policy for present. (D) 
THizd BVGRES 2002000000000 . enil e0.23 43 13 38 ames aaa 0.6 No dividend in sight under r_ prevailing ‘conditions. E40) 
; Twi Oley Bs TS esse cakes 3.76 4.09 79 59 63 5 7.9 6.4 Narrow margin of earnings ‘precludes div. increase. ~~ (B) 
Utilities Power & Light “agi 3.83 4.50 37 28 29 2 6.9 15.5 Unlikely to pay more until enterprise is more seasoned. (D) 
I 
3 Western Union .............. 15.22 . 16.25 158 184 149 8 5.4 ae as action doubtful 
} ¢t Estimated. aPlus 2% in stock. b Plus 5% in stock. c Plus 4% in stock. dIn stock. e Year ending June 30. * Operated only part 
of yerr, f Based on Interborough Rapid Transit earnings. g Not truly representative of company’s earnings. (A) Attractive. (B) Unattractive. 
| (C) High enough. (D) High enough for present. ‘+ Actual earnings. 
J | 
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investor favor with which public utility 
common stocks were regarded and the 
effect was manifested in the changed 
character of 1926 financing. Instead 
of stock issues comprising about 62% 
of all financing, as had been the case 
during the boom, they came to less 
than 40% in 1926. Senior financing, 
especially long-term issues, were em- 
ployed more largely, and the capital 
structure balance, which had _ been 
tending towards its correct propor- 
tions, somewhat set back. Of the stock 
financing, nearly all was preferred 
stock. Common stock issues were a 
very minor financing factor. 

In a sense, then, the common stocks 
of utilities were fairly well stabilized 
in 1926. Their dividends were not 
groomed with an eye to market opera- 
tions. They represented the opinion of 
the directors of these corporations as 
to the rightful disbursements that 
could be made out of earnings. It is 
this continuity of dividend policy, 
despite the stock market situation, that 
is the most significant refutation of 
those who had suspected the motives 
back of dividend declarations. They 
are, obviously, sound and are paid out 
of augmenting earnings on the common 
stock. 

It must not be forgotten in this con- 
nection that one of the reasons why 
bond financing has been so largely 
resorted to recently has been the low 
level of interest rates. This has also 
resulted in many refunding operations. 
Such low coupon rates mean a lesser 
disbursement of interest payments prior 
to common stock earnings than would 
be the case were the common stock to 
have to share its earnings at a high 
dividend rate with more shares in its 
own class. In other words, the addi- 
tion of ten millions in funded debt, 
negotiated at 5%, costs the common 
stockholder less than the addition of 
ten millions in common stock paying $6 
per share. Temporarily, and _ that 
means 1927, the earning power of the 
common stock has been advanced, and 
dividend payments made all the more 
secure. The common stockhoider has 
now not only greater earnings but also 
the comforting knowledge that divi- 
dend policies are well founded and 
more permanent. 


More Consolidations? 


Apart from this stabilizing influence, 
there is the certainty of continued con- 
solidation. During 1925, there was, so 
to speak, a year of flashy consolida- 
tions. They were greatly featured. 
After the Spring of 1926, when a more 
sober tone became dominant in utilities 
financing, they were less heard of, and 
an impression went about that there 
had been a cessation of these consoli- 
dation activities. In fact, though, 1926 
was the greatest of all consolidation 
and merger years. Literally hundreds 
of smaller companies and systems were 
absorbed into greater. In so far as this 
expansion tendency continues, it fol- 
lows that a favorable dividend setting 
remains. 

Apart from dividends, however, the 
continuation of this merger expansion, 
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and also of financing of physical ex- 
pansion means a continuation of valu- 
able rights. That rights to subscribe, 
or favorable provisions for the ex- 
change of stock, will be inevitable, has 
been shown in several important recent 
instances. Columbia Gas & Electric 
exchanged stock in the old corporation 
for stock in the new, share for share, 
on a most advantageous basis. and 
the preferred and common stock financ- 
ing of Consolidated Gas required rights 
worth about 5% of the market value 
of the common stock to be granted. 
True, in the latter case, the situation 
is not so advantageous, but the im- 
portance lies in the need for granting 
such rights. 


Simpler Financial Structures 


Simplification of capital structure is 
now an important tendency and should 
spell profits to shareholders in many 
over-complicated holding company 
structures. An interesting example of 
the considerable gains to shareholders 
in such procedures has been exhibited 
by the gradual elimination of the 
Philadelphia Company and of Pitts- 
burgh Utilities as intermediate holding 
companies. It is understood that the 
continuation of these tendencies will be 
the characteristic financial develop- 
ment of 1927 for the utilities. All of 
this means more direct income to share- 
holders. 

The only important menace that 
could attach to dividends would be the 
efforts of public service or other regu- 
latory commissions to attack the present 
rate structures. Two recent Supreme 
Court decisions have done much to re- 
store confidence that these attacks can- 
not be successful. Although commodity 
prices are lowering, it does not follow 


that rates ought to be reduced. Fan 
returns on capital investment remain 
the touchstone of rates, and cost of 
reproduction cannot be taken as a basis 
when it would injure the investment 
actually made by shareholders and 
bondholders in the fortunes of a public 
utility enterprise. 

In the case of hydro-electric compa- 
nies, the hope of stockholders that the 
earning power of their investment 
might some day increase faster than 
additional investment appears well on 
the road to realization. This is an- 
other aspect of that tendency to sta- 
bilization which was discussed earlier 

For some time it has been- suspected 
that electric companies cannot continu: 
their great rate of growth but thai 
they must eventually fall beside the gas 
companies as exhibiting a rate of 
growth that, while larger than the rate 
of growth of population, is yet not 
spectacular. This stabilization tend. 
ency, however, overlooked the angle oi 
new uses. Practically every public utility 
corporation operating in areas wher 
there is widespread and intensive us¢ 
of electric services has concentrated 
on the selling of new appliances thai 
employ electricity, or on propaganda 
for the popularization of such devices. 
There has recently been a most gratify- 
ing increase in such domestic consump- 
tion, so that for 1927, this tendency, 
conjoined with the continuing large 
normal growth, indicates that dividend 
policies may be sustained without re- 
ducing corporate surpluses. 

The only problematical development 
remains that of traction companies. 
The revival in 1926 has not been every- 
where sustained, and continuing politi- 
cal complications and hostility to satis- 
factory fare rates, still continue to 
cloud their dividend prospects. 


— 





Railroad Operations Continue on 
Highly Satisfactory Basis 





THE accompany- 

ing table clear- 
ly reveals further 
progress made by 
the leading ,rail- 
roads during the 
past year. Increases 
in earnings over 
1925 have been quite 
general, and in some 
cases, notably At- 
chison, Baltimore & Ohio, Lehigh Val- 
ley and Rock Island, the results 
achieved in this respect are spectacular. 
Six railroads increased their regular 
annual dividend rates, while several 
others took occasion to disburse extra 
dividends for the first time or in addi- 
tion to the policy prevailing prior to 
1926, at least as far as recent years 
are concerned. It will be observed that 
by far the greater number of the com- 
mon stocks enumerated herewith are 
quoted in the market at prices within 
striking distance if not in excess of 


the high points attained last year. 

Exclusive of Colorado & Southern 
and New York, Ontario & Western, both 
of which declared dividends in 1926, 
although not as yet established on a 
regular dividend basis, there are 16 
out of the 46 issues listed in the table 
that are making no return to common 
stockholders. Rock Island has already 
initiated dividends and Texas & Pa- 
cific in all probability will be in the 
dividend class some time within the 
next twelve months. Others have de- 
veloped earning power sufficient on the 
surface to justify dividends, but are 
retarded in such action by various fac- 
tors, such as the necessity for first mak- 
ing provision for accumulations of un- 
paid dividends on preferred issues, Mis- 
souri Pacific being prominent in this 
connection, the desirability of employ- 
ing surplus funds for the present in 
further upbuilding of properties or 
finances, and delays occasioned by the 
wish to await the outcome of merger 
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sis 


of dividends. 


negotiations before the establishment 


There are very few individual cases 
in which the present position and out- 





look does not compare favorably with 
the situation existing a year ago, which 


accounts for the comparatively large 


number of constructive ratings given 





in the table. 


presented elsewhere in this issue. 


The data should prove 
useful in connection with the compre- 
hensive survey of the railroad outlook 

















Position of Railroad Common Stocks 









Canadian Pacific 








Chi, Mil. « 
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% Earned 
Price Range on in 1926 
Earned Per Share -~—1926——, Recent Regular on Market COMMENT 
1925 192 High Low Price Div. Div. Price 
$17.19 £523. 00 AD 1 122 a 162 a at 4.3 14.2 Continued | extra, payments may be e expected. fA 
26.93 £22.50 262 181 183 b sf 3.8 12.4 Policy of extra dividends probably to be continued. _ 
12,14 £17.50 110 83 108 6 5.6 16,2 Likuly to ir increase fate to $7 this year, (A) 
6.22 8.68 46 3350 36.0 | 17.3 _No upward revision in dividends indicated. __ (A) 
12.53 ($15.50 170 146180 10 8 _ 86 No indication of change in dividend policy. (D) 
13.11 $20.00 305 240 290 8 2.8 6.9 Usual extra of $4 annually su subject to increase. fA) 
Ri be ased or guaranteed depending on 
21.32 $23.00 178 112 157 8 5.1 14.6 gp me) ; pees 
nil nil 37 30 381 Status improving but no early dividend in prospect. (A) 
ferred lud on dividend. 
nil nil 12 8 1 oO arrears on preferred preclude comm i 
nil nil 14 8 11 . 7 _ Reorganization still pending. Dividends 1 ‘remote, ; (B) 
Pres ti Id tify some increase dividend. 
6.35 8.00 84 65 80 10.0 = position would justify e inc in 































































































Chic. Rock Isl. & Pac. ...... 456 1070 71 40 #4 5 68 14.3 Dividends recently inaugurated. (A) 

Colorado & Southern ........ 9.63 £13.00 96 52 90 me Soe cee ee ot recent $3 
Delaware & Hudson ......... 11.55 20,00 188 150 172 9 5.2 “ue Se — indicated ponding segregation cool 
Del. Lack. (& Western ...... 8.27 g11v0 153 129 142 8 = 6 4208 —— a will probably romain anchanged this 
WR ce dei cirepixcsnwnadenstan 3.71 670 42 22 42 “a 2 prospect depends on consummation of merger 
Great Northern (Pfd) ...... 8.61 1040 84 68 8 65 5.9 12.2 = dividemd increase may be deferred several months 
jit, Mis Wn... Rene: 5.58 £5.50 41 25 41 aan 13.4 —" must await provision for arrears on preferred. 
ieee WHAM. <énéacnes. v. 1286 12.00 «131s. sae7 B78 wi see w 
Kansas City Southern ....... 4.25 $5.00 61 94 43 a0 Se ee ee 
Lehigh Valley .......... os 664 $8.50 106 OCONGSCiCS,KSO * 2 ee ee ee 
Louisville & Nashville ...... 15.98 $17.00 144 118 129 7 5.4 13.2 Could pay higher regular rate or extra. (D) 
Missouri-Kansas-Texas ...... 5.83 5.93 47 8 35 —_ fore ee 
Missouri Pacific ............. 400 608 45 9 49 14.1 veers on, praftered act as bar to commen dicidend ter 
New York Central .......... 12.69 1450 147 117 140 7 5.0 10,8 hance for Increased “payment If permitted te absorb 
N. ¥. Chi. & St, Louis ..... 16.14 $20.00 204 130 187 «11 6.0 “as oe 
N.Y.N. H.& Hartford... 472 525 48 31 45 ae So ee ee 
N. ¥. Ontario & West. ..... 0.07 1.23 29 20 30 1.0 3.2 4.0 Unlikely to increase payment of $1 this year. (C) 
Norfolk Southern ........... 3.20 $550 44 28 39 <2 ee ee Oe ee 
Norfolk & Western ......... 18.68 25.70 171 139 160 8 To ae ee ee ee re 
Northern Pacific ..........+. 7.24 $850 82 66 82 5 6.1 10,4 Dividend” “inerease “possible but not assured for 1927. 








Conservative policies preclude much chance for further 











POMMAFITAMIR occcccccessocss 6.23 6.70° 57 49 58 3.50 6.0 11.5 dividend increase. (D) 
Pere Marquette ............. 11.67 1450 122 67 120 6 5.0 12.1 pinacmgpn a 
Pitts. & W. Virginia ....... 6.28 8.65 135 85 133 6 4.5 6.5 oO increase indicated except in event of merger. 








Another extra — or increased regular rate almast 
























































Reading .......... ununses 10.26 $11.50 101 79 100 4 4.0 146 ean Ch 
St. Louis-San Francisco ..... 14.89 £14.50 103 85 102 7 6.9 14.2 Higher aden Imorobable anti capital strectere is 
St, Louis Southwestern ...... 8.47 $850 74 57 68 18.5 Penstietien cay °° tured pending cnteome merger 
Seaboard Airline ........... 4.40 6.00 51S ht 17.1 __Little prospect of early dividends. (Cc) 

Southern Pacific ............ 9.58 #1150 112 96 106 6 5.7 10.8 janet Gividend easily possible bat net assured for this 
Southern Railway ........... 16.32 17.50 131 104 121 7 5.8 14.5 pe neg A indicate higher rate eventually if 
Texas & Pacific ..........-- 6.80 7.07 62 42 55 sees wees 12.9 In position to commence dividends at any time. (A) 
Union Pagific ......-+.--+++- 15.41 217.00 168 141 160 10 6.3 10.6 Na indications of change in dividend policy. (A) 
NE or idtiticeivaesiss 5.75 #650 52 34 653 ~ ee ae 
Western Maryland .......... 0.28 2.50 17 11 33 ‘7.6 Prospects based on merger and not dividends. (B) 
Western Pacific .........-.. 1.69 1,72 39 278 5.6 Little chance for dividends for some time to come. (C) 
Wheeling & Lake Erie ...... 5.45 $6.00 32 18 81 7.4 Dividend possible only in event of merger. (B) 











¢ Estimated. 





(A) Attractive. 
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(B) Unattractive. 


(C) High enough. 


(D) High enough for present. 


a Plus $0.75 extra. b Plus $1 extra, 
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The Minor Steels 


How the Leading Independent 
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consumers become more orderly 

and less erratic and the country 
catches up with its war enlarged steel 
capacity the industry appears grad- 
ually to be outgrowing its “prince and 
pauper” reputation. For the minor 
steel companies, the so-called indepen- 
dents, which in days gone by never 
were prosperous unless there was an 
overflow of business from the larger 
companies, the new trend is of the ut- 
most importance.. These companies, 
however, still must be considered on 
their individual merits rather than as 
a group. They are not all on an equal 
footing, even in the new era. Indeed, 
perhaps they are not as nearly on an 
equal footing as they used to be in the 
more romantic and less stable years of 
the past. Conditions used to make or 
break them. Now it is 
merit. 


\ S the buying of policies of steel 


tion of rails, merchant bars and nails, 
especially rails. It has at times con- 
templated entering the tubular goods 
line, but has hesitated to do so because 
freight rates are not sufficiently against 
the Chicago steel mills to make the 
venture an assured success, unless very 
low production costs are attained. 
Some observers have claimed that the 
company is doing less than one-tenth 
of the steel business which originates 
in its own territory, but this is a state- 
ment difficult to prove. At any rate, 
Colorado Fuel has experienced most 
irregular earnings and earned the 
reputation of being a “fair weather 
company”—this in spite of its Rocke- 
feller sponsorship. 

The funded debt of 36.7 millions, di- 
vided into two bond issues, all bears a 
5% coupon rate. Interest charges on 











That readers may know 
the “high spots” of the dif- 
ferent minor steels we have 
had the following tabloid 
analyses prepared. In each 
case an effort has been 


Seven Steel Companies 


Table I—Capacity and Capitalization of 


L. O. HOOPER, 


t ae : th Je. 





this and dividend requirements on the 
20,000 shares of $8 cumulative pre- 
ferred stock together aggregate $3.63 
per ton on the rated finished steel ca- 
pacity of the company. There are 
342,355 shares of common issued, each 
share having back of it a finished steel 
capacity of 1.60 tons. In considering 
these figures it is well to remember 
that Colorado Fuel usually does not 
operate at as high a rate of capacity 
as some of the other steel companies, 
and that the margin of profit on rails 
and nails sometimes is not very high. 

Earnings last year probably were 
around $7 a share on the common and 
would have been larger but for an un- 
profitable third quarter. In 1925 the 
net was $4.65 a share on the common 
compared with $1.05 a share in 1924 
and $1.67 a share in 19238. At the end 
of December, 1925, current 
assets were 15.5 millions 
against 4.9 millions current 
liabilities. Cash holdings 
(including securities) were 
2.7 millions against 5.9 mil- 
lions inventories. 

The theory that there is 





made to point out the more 
essential facts and influ- 
ences surrounding the indi- 
vidual companies and their 
shares. As will be seen, all 


Fixed 
Charges and 
Preferred 
Ingot Dividend 
Capacity Requirements 
Tons Per Ton 


Estimated 
Annual 


Capacity 


Common 


oil in some of the proper- 
Tons ties of Colorado Fuel is 
pretty well exploded. Talk 
of a dividend on the com- 
mon (last payment in 1921) 


Per 
Share 





grades of investment and 
speculative merit are evi- 


Colorado Fuel & Iron 


550,000(a) $3.63 


from time to time arrests 


1.60 A A ; ; 
speculative imagination. 





dent in the group; and no 


Crucible Steel 


(Not Available) 


Perhaps a dividend may be 
declared, but in view of any 





generalizations are prac- 
tical. 


Gulf States Steel...... 


(Not Available) 


earning power so far dem- 





1,600,000 0.86 


35 onstrated the payment 
1.35 would have to be small and 





COLORADO The largest 


Republic Iron & Steel 1,400,000(b) 1.90 


4.66 probably would not be re- 
: garded as well secured. 





FUEL steel manu- 
& IRON facturer west 


Sloss-Sheffield ........ 


600,000(c) 1.45 


6.00 The preferred is a fair 
business man’s risk, but the 





of the Mis- 
sissippi, with a capacity of 


Youngstown Sheet..... 


3,000,000 1.68 


3.04 common at the now higher 





about 550,000 tons of fin- 
ished products annually, 
Colorado Fuel & Iron Co. 








NOTES: 
in 1925 annual report. (c) Pig iron capacity. 


(a) Finished steel capacity. 


(b) Estimated from figures 


prices of around 54 does 
not seem especially attrac- 
tive even as a speculation, 
though as such it was rec- 

















specializes in the produc- 
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ommended in this publication at 42. 
On the basis of earning power and out- 
look Colorado Fuel common seems to be 
selling higher than the other indepen- 
dent steel shares. 





CRUCIBLE 
STEEL 


In the popular mind, 
perhaps, Crucible 
Steel is largely de- 
pendent on the motor industry for its 
prosperity. As a matter of fact, the 
high grade steels which the company 
produces are used by a great many 
industries, making business risks 
diversified rather than concentrated. 
Controlling nine-tenths of the high 
speed tool steel trade, Crucible’s earn- 
ings must be good so long as America’s 
industries are active. In consequence, 
earnings in the past two years have 
shown a pleasing contrast with those 
of the post war slump, though the 
stock has yet to live down that specu- 
lative chapter in its history having to 
do with the war 

time market — 














annum, is contemplated. This hint is 
supplemented by the remark that the 
directors are determined not to increase 
the dividend unless, in their opinion, 
the higher rate can be maintained 
through any ordinary conditions. Tak- 
ing the common stock owned “at the 
market,” Crucible has about 11.6 mil- 
lion in cash and securities compared 
with 33.4 million inventories and 7.6 
million current liabilities. Aside from 
a subsidiary bond issue of 4.7 million 
the company has no funded debt. 

The preferred is a sound investment. 
The common at 80 offers a return of 
7.5% as a $6 issue and would yield 
8.8% as a $7 issue. From the stand- 
point of income return, accordingly, 
the common might be considered at- 
tractive but for the company’s habit 
of disbursing a rather generous share 
of earnings in the form of dividends. 
While the rise in net in the past year 
or so has permitted two upward ad- 
justments in common dividends and 
may admit of still another, downward 


of common. On the basis of an ingot 
capacity of 1,600,000 tons per annum, 
charges ahead of the common are only 
86 cents per ton and the company has 
a productive capacity of 1.35 tons per 
common share. 

Thirty-three years of operations 
without a deficit and uninterrupted 
common dividend for eighteen years 
bear witness to the soundness of the 
business. As this is written the 1926 
pamphlet report has not been published, 
but at the end of 1925 current assets 
were 30.9 million against 4.6 million 
current liabilities and the company had 
over 12 million cash. . 

In 1926 net earnings were better 
than $5 a share, or more than double 
the $2.50 annual dividend rate which 
has been in force since 1923. Due to 
large orders booked during the final 
quarter of 1926, current earnings 
probably are at the annual rate of be- 
tween $5 and $6 a share. Profits in 
1925 were $3.53 a share compared with 
$4.04 share in 19238 and $4.08 share in 
1922. 

The preferred 











orgy. 
Growing con- 
sumption of cru- 
cible steels and 
the ever increas- 
ing appreciation 


Table II—Dividends and Earnings of Seven Steel 


Companies 


stock may be re- 
garded as a high 
grade industrial 
stock investment, 
and the common 
is one of the more 





of the excellence 


Common Divi- Current ————— 





-Earned Per Share——-——— 


—— conservative in- 
1923 1922 























of the company’s —-. ea | |CUlltlti( dependent steel 
products regular- Sincef | Rate mated) issues. 
ly has augmented ae ; : e a 2 ; Since the com- 
earning power; Colorado F. & I.. a None $7.00 $4.65 $1.05 $1.67 Deficit pany leis -ee-tiaee 
and a substantial Crucible Steel.... 1919b $6.00 8.72e 7.75¢ 455d 5.20d Deficit d pensive develop- 
part of profits = z 5 ee ment campaign in 
has been rein- Gulf States Steel.. 1923 5.00 5.28e 7.17 7.48 12.79 $7.27 progress, the 
vested in the Inland Steel...... 1908 2.50 -545e 3.53 4.04 4.08 1.13 prospect of a 
business until - — —— higher dividend 
now the plants Republic I. & S.. 1926 4.00 10.50 6.88 0.55 15.01 Deficit rate or a. stock 
may be regarded Sloss-Sheffield .... 1924 6.00 17.00 15.10 10.47 20.22 1.10 dividend seems 
as thoroughly as excellent. As a 
modern and Youngstown Sheet. 1906 4.00 14.00 12.38 7.69 15.82 4.57 $2.50 stock In- 
ae land Steel com- 





splendidly main- 
tained. Last 
year’s profits of 
$8.72 a share on 
the 550,000 shares 


up to 1924, 
through entire period. 





NOTES—a No dividends paid on common since May, 1921. 
e 16 months ended December 31, 1925. 
figure from annual report. 


b But payments were irregular 
d Years ended August 31. 
f Does not necessarily mean that present rate has been in force 


mon yields almost 
6% at 42, and as 
a $3 issue it 
would return bet- 


e Actual 




















on common stock 
after the $7 divi- 
dend on the 250,000 shares of preferred 
compare with $7.75 in 1925 and $4.55 
in 1924. Salesmen expect a volume of 
business in 1927 fully as large as in 
1926 and unfilled orders at the end of 
1926 were the largest reported in re- 
cent years. 

Crucible is in the novel position of 
owning 100,000 of the 550,000 shares 
of its own stock issued, having pur- 
chased them from time to time in un- 
favorable stock markets at low prices. 
So, for all practical purposes, there 
are but 450,000 shares outstanding. It 
has not been decided whether to retire 
this stock, through reducing the num- 
ber of shares authorized, or to distrib- 
ute it to shareholders as a stock divi- 
dend; but the recent annual report 
indicates that some disposition may be 
made which will be of benefit to share- 
holders. 

Another feature of the annual report 
was the chairman’s statement that a 
further increase in the dividend rate, 
recently raised from $5 to $6 per 
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revisions are apt to be no less prompt 
in the event of recession in the steel 
business. The common stock must still 
be regarded as a speculation and is 
high enough for an issue of its type. 





Next to United States 
Steel, Bethlehem and 
Youngstown, Inland 
Steel Company is the largest American 
producer. It is the second largest fac- 
tor in the Chicago district, and sells 
a large part of its output within 100 
miles of the mills. The properties are 
well integrated as far as supplies of 
raw materials go and the plants are 
equipped to produce economically a 
wide range of products. Recently, 
Inland has booked large railroad orders, 
obtaining its full share of business in 
competition with other companies. 

A consolidated funded debt of $12,- 
525,000 and an issue of 100,000 shares 
of $7 cumulative preferred stock is out- 
standing ahead of the 1,182,799 shares 


INLAND 
STEEL 


ter than 17.1%. 
Inland usually is 
an issue of stable market habits. It 
sold up to 50 in 1925. 





GULF STATES Unquestionably Gulf 
STEEL States Steel Com- 

pany owns a large 
amount of very valuable property for a 
company with such a small capitaliza- 
tion—no funded debt, 20,000 shares of 
$7 cumulative preferred and 125,000 
shares of common. Developed earning 
power, however, is not large and the 
record reveals sharp fluctuations in 
profits. 

Gulf States has just rounded out a 
most disappointing year, due chiefly to 
foreign competition in the southern 
Atlantic seaboard markets encouraged 
by low freight rates offered to west 
bound cargoes by steamers primarily 
engaged in east bound cotton traffic. 
The company, moreover, has felt the 
pinch of competition in the export mar- 
ket, in which it has specialized, because 

(Please turn to page 765) 
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What Has Become of Electric 


Refrigeration? 


ERHAPS some 
P day it will be 

possible to 
achieve great wealth 
with impunity through 
investing heavily in a 
new industry, but 
that time does not 
appear to have ar- 
rived as yet. This 
publication has re- 
peatedly called atten- 
tion to the dangers 
inherent in this type 
of commitment. 

Six months ago the 
disastrous experience 
of the radio industry 
was reviewed, and it 
was pointed out that 
every new industry, 
no matter what its 
rate of current growth 
may be and regard- { 
less of the possibili- 
ties that lie in the future, is subject to 
a similar readjustment. It is un- 
fortunate that the deflation must in 
many cases be so drastic, but this is 
almost inevitable as long as human 
nature is constituted as it is. 

Rapid growth in demand for the 
products of a new industry, instead of 
being a sinecure, in reality often gives 
rise to even greater pitfalls, for it not 
only attracts keener and keener com- 
petition and leads to abuses which must 
sooner or later be corrected if the in- 
dustry is to prosper, but it likewise 
tends to encourage the policy of expan- 
sion of output at any cost even though 
the sacrifice of a sound financial struc- 
ture may be entailed. Even a responsi- 
ble company which is endeavoring to 
build up a greater tangible equity be- 
hind its shares and is honestly working 
for stabilization finds it difficult to cope 
successfully with a situation of this 

character, and is bound to suffer. to a 
greater or less extent when the indus- 
try encounters a temporary setback. 


ah hus 


On the Crest of a Wave 


If a new industry is fundamentally 
sound, it will overcome and profit by 
the lessons learned from its first seri- 
ous reversal. After that, the excessive 
enthusiasm which always runs riot in 
the initial stages usually subsides to a 
point to permit a slower but sounder 
growth by those units in the industry 
with sufficient strength to survive. 
This has been the experience of the 
radio industry, and will undoubtedly 
be repeated in the case of rayon and 
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Sizing Up the Industry from a New Angle 


By WALTER G. HORNER 


LL investors in electric refrigeration securi- 

.ties will find this article of unusual value 
in aiding them to determine the future possi- 
bilities of this new and growing industry. Many 


of the essential facts of electric refrigeration 
are not sufficiently well known from the invest- 
ment viewpoint to the public at large. 

article represents a painstaking investigation 


over a period of time and practically furnishes 
the investor with all that he need know of 
the present position of the industry and its 
prospects. 


electric refrigeration. These industries 
possessed some advantage over radio in 
that they were dominated to a greater 
extent by a relatively small number of 
companies, and from the fact that 
these lines of endeavor required more 
capital and a higher degree of manu- 
facturing skill. The devastation is 
likely to be less severe than that which 
followed the collapse in radio, although 
profits for the time being are at a low 
point. 

Electric refrigeration companies ap- 
peared to be on the crest of the wave 
last summer, and there was little indi- 
cation of the sharp decline in earnings 
which was to follow so swiftly. Sales 
of electric refrigerators in the first six 
months of 1926 are estimated at a fig- 
ure approximately equal to if not in 
excess of the total number in use at 
the beginning of the year, and it seemed 
that a period of record profits was in 
store for the industry, but apparently 
the strenuous efforts to cope with this 
enormous increase in demand have re- 
sulted in expenditures which have all 
but eliminated the margin of profit for 
the time being. 

The industry is dominated by three 
companies which are responsible for 
about 90% of the total output. When 
it is considered that there are around 
100 makes of machines on the market 
and at least as many more in process 
of development, the unbalanced struc- 
ture of the industry is readily apparent 
and the difficulties involved in estab- 
lishing a small company on a solid 
foundation will be realized. The ex- 
perience of the last few months has 










shown that there is 
sufficient risk in hold- 
ing the securities of 
the larger concerns 
best fitted to cope with 
the situation, without 
taking the much 
greater chance of loss 
in the stock of a small 
enterprise struggling 
for a small share in 
10% of a highly com- 
petitive business. 
The tendency to- 
wards more liberal 
terms in making time 
payments, in conjunc- 
tion with the heavy 
expenditures for in- 
creasing productive 
capacity and building 
up distributing or- 
ganizations, has been 
an important factor 
in the decline in prof- 
its. Time payments have been em- 
ployed so extensively in other lines 
that the electrical refrigeration indus- 
try could hardly avoid making use of 
this form of selling. It had not been 
used extensively until last summer, and 
it was just about this time that earn- 
ings commenced their downward trend. 
A start has been made towards segre- 
gating the function of financing time 
payments, and further progress along 
these lines would appear to be neces- 
sary in order to relieve the manufac- 
turer of this burden at a stage of de- 
velopment where ample capital is re- 
quired for other purposes. Had a 
greater percentage of the business been 
on a cash basis, the growth in total 
revenues would have been slower, but 
on the other hand many of the diffi- 
culties which have developed partly as 
a consequence of too rapid expansion 
probably could have been avoided. 


This 


Relation to Electrical Industry 


The encouragement and sales assis- 
tance rendered by power companies all 
over the country is a factor of great 
weight to the industry, and should be 
even more so as time goes on. Electric 
refrigeraters require more current than 
the average household device, and it is 
naturally to the interests of the cen- 
tral-station companies to promote their 
use as far as possible. They have al- 
ready provided an outlet for about one- 
third of the machines sold up to date. 
Here again, however, it will require 
time to establish efficient sales and 
service organizations. There has been 
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insufficient time as yet to build up 
sales and service forces trained espe- 
cially for electrical refrigeration which 
is really necessary for so specialized a 
product. To a considerable extent the 
central-station companies have de- 
pended on their general staff for this 
work, and the results on the whole 
have been the cause of dissatisfaction. 

There is room for improvement in 
the quality of salesmen and service men 
employed by all classes of dealers. 
Schools are being conducted by manu- 
facturers, but the tendency has been to 
shorten the period of training in order 
that sufficient men may be available to 
meet the needs created by the great 
increase in output of refrigerators. 
Lack of adequate data on service costs 
and lack of uniformity on the period 
of free service and dealers’ discounts 
are evils which must be corrected be- 
fore the industry can become stabilized 
to a point to permit consistently satis- 
factory profits. There are many prob- 
lems connected with servicing, inspec- 
tion, installation, etc., which will have 
to be ironed out, and whieh are diffi- 
cult to cope with properly in the early 
stages of mass production. 

There is little question that increases 
in productive capacity for the industry 
as a whole have been overdone during 
the past year. There has already been 
too much new financing on the part of 
the large manufacturers, and a sounder 
position will be achieved more rapidly 
if consumption is allowed to overtake 
present facilities. No good can come 
from jeopardizing the financial status 
of a company for the sake of turning 
out an output difficult to absorb. 

The largest manufacturer of electric 
refrigerators, the Frigidaire Corp., a 
subsidiary of General Motors, has an- 
nounced that it is equipped to turn 
out 600,000 machines per annum, a fig- 
ure well in excess of the output of the 
entire industry last year. When the 
capacities of other companies are added, 
it would appear that vigorous sales 
efforts indeed must be applied if 1927 
consumption is to come within striking 
distance of capacity. It will be neces- 
sary for sales of electric refrigerators 
to approach the normal volume of sales 
for ice refrigerators which is hardly a 
reasonable expectation at this stage. 
Frigidaire is committed to a policy of 
volume production and reduced prices. 
With the powerful financial backing 
of General Motors, it is in a position 
to experiment, but the effect on the 
rest of the industry is at least prob- 
lematical. 

Electrical refrigeration has descended 
from the high pinnacle of public inter- 
est it formerly occupied as a result of 
the sharp reversal in earnings. It is 
an experience, however, which is en- 
countered by every new industry, and 
if a conservative course is followed and 
proper regard paid to past mistakes, 
maintenance of sound finances and ef- 
forts towards stabilization, there is no 
reason not to anticipate a bright fu- 
ture for the industry. It is extravagant 
hopes and claims that do the most 
harm, and the main consideration at 
present is as to whether this stage has 
been definitely passed over. 
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Preferred Stock Guide 


These stocks are selected as offering the best opportunities in their respective classes 
taking into consideration assets, earnings and financial condition of the companies 4 



















represented. 
For Income 
HIGH GRADE INVESTMENTS 
Div. Times § 5-Yr. Price Range ‘ 
Div. Rate Earned— Redeem- — ————*—————, Recent Yield 4 
RAILROADS $ per Share §-Yr.-Av’r’ge _— able High Low Price % 4 
Baltimore & Ohio............... 4 (N) 6.0 No 67 47 74 5.4 
Chicago & Northwestern........ 7 (N) acu No 125 95 129 5.4 
Chesapeake & Ohio Conv........ 6.5 (C) F14.8 115 F130 F96 157 4,1 ‘ 
N. Y¥., Chicago & St. Louis.... 6 (C) F3.7 110 H98 H86 104 5.8 : 
Colorado & Southern Ist........ 4 (N) 8.9 100 66 47 74 5.4 és 
PUBLIC UTILITIES 4 
Columbia Gas & Electric........ 6 (C) 4.5 110 9 092 100 6.0 ; 
Mort AMOTICAN oocicciccccccses 3 (C) 6.1 52.50 50 31 51 5.9 q 
Philadelphia Company ......... 3 (C) 6.5 No 49 30 51 5.9 
Public Service New Jersey...... 8 (C) 3.4 No F119 F95 126 6.4 
INDUSTRIALS 
American Smelting & Ref....... 7 (C) 2.4 No 115 63 122 5.6 ‘ 
American Steel Foundries....... 7 (C) 6.6 110 113 78 113 6.2 ; 
Associated Dry Goods Ist....... 6 (C) 4.6 No 102 55 102 5.9 
Baldwin Locomotive ......... - 7 (C) 2.6 125 117 95 118 5.9 
CN rr ror 7 (C) 3.1 120 109 70 115 6.1 
CRUBEE,, POMDOOT oo scscssceccecs 7 (C) 3.7 $125 110 79 114 6.1 
Endicott Johnson .............. 7 (C) 4.8 125 117 87 117 6.0 
I ID, icons ccsseensic 7 (C) F13.9 125 115 63 122 5.7 
Ptudebaker Corp. .nccccccccsccs 7 (C) 25.0 125 125 83 120 5.8 







For Income and Profit 
SOUND INVESTMENTS 
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RAILROADS 


















Colorado & Southern 2nd........ 4 (N) 7.0 100 62 35 71 5.6 q 
Kansas City Southern....... ... 4 (N) 2.7 No 59 48 67 6.0 5 
Pere Marquette Prior........... 5 (C) 8.5 100 85 50 95 5.3 >) 
St. Louis-San Francisco......... 6 (N) 9.1 100 92 28 96 6.3 3 
Bangor & Aroostook............ 7 (C) 2.5 110 F100 F86 106 6.6 be 
PUBLIC UTILITIES d 
American Water Works & El... 7 (C) 4.0 110 103 48 108 6.5 . 
Brooklyn-Manhattan Transit..... 6 (C) T3.0 100 83 34 87 6.9 1 
Federal Light & Traction....... 6 (C) 5.0 110 T89 T74 93 6.5 
Mansas City Fr. & Lt.......... 7 (C) T3.1 115 H109 H91 113 6.2 ? 
Hudson & Manhattan R.R. Conv. 5 (N) 4.5 No F72 F25 81 6.2 « 
West. Penn Electric............. 7 (C) aye: 115 0100 096 103 6.8 . 
Standard Gas & Elec........... 4 (C) 2.5 None 57 32 58 6.9 J 
INDUSTRIALS } 
POULT GO Se eae 7 (C) 2.4 110 109 67 110 6.4 BS 
Amcrican Cyanamid ........... 6 (C) 3.1 120 96 52 89 6.5 } 
Armour & Co. of Dol........... 7 (C) H2.3 110 H100 H84 95 7.4 1 
Bush Terminal Buildings........ 7 (C) iJ 120 103 87 106 6.6 } 
Commercial Credit Ist.......... 6.5 (C) aa 110 N99 N92 84 Tt 
Cuban American Sugar.......... 7 (C) 3.8 No 106 68 102 6.9 
Genl, American Tank Car....... 7 (C) 3.1 110 F104 F86 108 6.5 
Gimbal Broeners oe ccsesciccscsivs 7 (C) 4.3 115 F114 F95 103 6.8 
MOCUrIOn Cs Be) OD cc cccsc cuss 7 (C) F2.7 125 102 62 97 7.2 
CI 200 OLORI A, ..6:5 sns:eecaciee 7 (C) T6.9 110 0100 092 99 ‘5 
U;. & Cast rom Pipe... ...000% 7 (N) 3.7 No 113 38 114 6.1 
U. 8S. Industrial Alcohol........ 7 (C) 4.3 125 115 84 109 6.4 
SEMI-SPECULATIVE 
RAILROADS 
Chicago, Rock Island & Pac.... 7 (+) 1.5 105 105 68 106 6.6 
Gulf, Mobile & Northern....... 6 (C) 1.2 No 109 15 106 5.7 
TNE Eo kieig's o.c0's ae :9:0i0r0 0 5 (N) waee 110 73 18 79 6.3 
INDUSTRIALS 
Bush Terminal Debentures...... 7 (C) T1.8 115 N89 N80 92 7.6 
Consolidated Cigar ............. 7 (C) 2.5 110 96 53 102 6.9 
I ersiiss cass esse daieenine 7 (C) aise 105 091 073 83 8.4 
International Paper ............ 7 (C) 1.6 115 N99 N86 99 y Pe: 
Mid-Continent Petroleum ....... 7 (C) F1.6 120 F109 F80 104 6.7 
Orpheum Circuit Conv...... eoose 8 (CO) 2.6 110 F107 F84 106 7.6 
MN a= 56 sino. 6 4 6,si0ie 2101954: 8 (C) 4.5 115 F108 F82 112 7.1 
Radio Corp. of America........ 3.5 (C) 3.4 55 54 45 52 6.7 
Remington Typewriter 2nd...... 8 (C) 3.3 No 113 47 114 7.0 
Universal Pictures Ist.......... 8 (C) 7.6 110 0103 094 99 8.1 
SPECULATIVE 
RAILROADS ; 
WORE ERCINO 65.55 ccseccccsees *6 (C) F0.9 105 86 51 15 8.0 di 
INDUSTRIALS : 
First National Pictures Ist...... $8 (C) 14.7 115 N110 N100 98 £ gy 
Goodyear Tire & Rubber........ 7 (C) $110 H114 H35 98 71 ; 
WENYS-OVORIONE oio6is sc ccccssecess 7 (C) eee 110 123 23 93 7.5 











* Cumulative to extent of 2 yrs. divs. + Cumulative up to 5%. + Participate in excess earnings 
paid $1.44 extra in March. F—Four years. H—Three years. T—Two years. S—For sinking fund. 
N—Price range 1926. O—Price range 1925. § 1921-1925. 
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Six Newcomers to the New York 
Stock Exchange 


Interesting New Stock Issues Attract Investors 











Statistical Comparison of Six New Listings 





Company Funded Debt 


—Capitalization——_————_—_____, 
Pfd. Stock 


Working 
Capital 


Common (Millions) 





, —Earned $ Per Sh. Com.—, 
1925 1926 











$40,000 





‘A-100,000 Shs 


$5,000,000 
$3,000,000 


B-200,000 Shs $1.02 


A-$9.91 a A-$7,18 





360,000 Shs 4.19 


7.18 o 6.60 





$2,000,000 3.69 


j 3.86 j 4.37 





Kratct Cheese 


none 


$8,469,800 8.47 


not 


comparable m 4,28 





Purity Bakeries 9$1,818,500 


$5,492,598 : B- 


A-$4,123.600 


210,820 Shs 3,22 


A-12,73 
B-5.84 


§ A-7.76 
) B-3.38 





Real Silk Hosiery..... None 


$2,500,000 


$2,000,000 3.33 


9.00 2.72 





* Pays $1.5 cash and 6% stock. 
June 30. m Years ended March 31, 





§] Debt of subsidiaries. 


A Class A stock. BClass B stock. 


a Eight months. 


o Ten months. j Years ended 














N accordance with the practice of 
THE MAGAZINE OF WALL STREET to 
investigate the merits of new issues 

listed on the N. Y. Stock Exchange, we 
present the following six brief analyses 
for the benefit of our readers. In an 
early issue, we intend to present a com- 
parative rating table of every new 
stock listed since the beginning of 1926. 
The date of actual publication will be 
announced several issues in advance. 





Purity Bakeries Corp. 
Class A 
Price, 48; Div., $3; Yield, 6.3% 
Class B 
Price, 43; Div., $2; Yield, 4.7% 











pueity Bakeries is one of the prod- 
ucts of the movement toward con- 
solidation in the baking industry which 
had its inception during the latter part 
of 1924. This company was formed in 
December of that year to acquire a 
controlling interest in several indepen- 
dent plants located principally in the 
Northwest and Middle West. The sub- 
sidiaries operate 85 plants of which the 
five bakeries of the Purity Baking Co. 
in Minnesota were the nucleus for the 
present chain. Grennan Bakeries, Inc., 
acquired through an exchange of stock 
in 1925, enjoys the distinction of being 
the largest exclusively cake manufac- 
turing company in the United States. 
Capitalization consists of 4.12. mil- 
lion shares of Class A stock of $25 par 
value and 210,820 shares of no par 
value Class B stock. These issues are 
preceded by 5.49 million dollars 7% 
cumulative preferred and 1.82 millions 
funded debt of subsidiaries. Class A 
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stock is entitled to cumulative divi- 
dends at the rate of $3 a share before 
any payment may be made to Class B. 
It also has preference over Class B in 
the event of liquidation and is redeem- 
able at $65 a share. After Class B has 
received quarterly dividends at the 
rate of 50 cents a share, Class A may 
participate in any further disburse- 
ment up to $2 per annum, in addition 
to the regular $3 rate. 

While others of the large baking 
companies have been suffering “grow- 
ing pains” in the past year or more, 
Purity Bakeries has made a much bet- 
ter than average showing. Thus, net 
profits in the past year were equiva- 
lent to $12.73 a share for Class A and 
$5.84 a share for Class B_ stocks. 
These figures compare with $7.76 and 
$3.38 a share respectively in the pre- 
ceding twelve months. Incidentally, it 
should be noted that the earnings 
shown for Class B are after allowance 
for the participating feature of the 
Class A stock. 

The growth in earnings indicates 
that expansion has been accomplished 
on sound lines, an inference further 
supported by a comparison of the 1926 
balance sheet with that of 1924. Thus, 
working capital has risen from 1.51 
millions at the close of 1924 compared 
with 3.22 millions as of January 1, 
1927. Cash and Government securities 
made up 2.23 million dollars of the last 
named figure. 

The Class A stock affords a fair 
yield at current levels and would seem 
to have possibilities of price apprecia- 
tion in view of the prospect for larger 
dividends arising out of the participa- 
tion feature. Class B is more specu- 
lative and not so attractive, first be- 
cause of the priority of the A shares 
and, secondly, because capitalization of 


Class B is based almost entirely upon 
earning power. In other words, it has 
a very low tangible asset value. 





Collins & Aikman Co. 
Price, 69; Div., $4; Yield, 5.8% 











THE present company, whose stocks 

were listed last May, was formed 
to take over two related real estate 
holding companies and the business of 
a company of the same name, organ- 
ized in 1891. The original company, 
however, was founded approximately 
eighty-seven years ago. 

Manufacturing operations are con- 
ducted at three factories in Philadel- 
phia where Collins & Aikman produces 
pile fabrics used in the furniture, dec- 
orative and automobile trades. Little 
information is available in respect to 
earnings of earlier years but the busi- 
ness evidently owes its steady expan- 
sion since 1922 to the consistent growth 
of the motor industry. Thus, net profits 
of the parent and affiliated companies 
rose from 1.61 millions in 1922 to 1.86 
millions in 1924. 

These profits were equivalent to.$3.09 
and $3.79 a share respectively for the 
360,000 shares of no par common now 
outstanding. This issue is preceded by 
5.0 million dollars of 7% cumulative 
preferred stock, callable at $110 a share 
and convertible into the junior issue at 
the rate of two common shares for one 
preferred. Aside from $40,000 in real 
estate mortgages, the company has 
neither funded nor floating debt. Fi- 
nancial position is strong, ratio of cur- 
rent assets to current liabilities being 
about 4.6 to 1. 

Inasmuch as the company does not 
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manufacture goods for stock and ac- 
cepts no orders further than three 
months ahead, the possibility of in- 
ventory losses is relatively small. Com- 
mon share capitalization, however, ap- 
pears to have been established largely 
upon the basis of recent year earnings 
since net tangible assets available for 
the junior stock were but $15.34 a 
share as of December 31, 1925. 

Accordingly, the common must be 
viewed as a security that is likely to 
prove quite sensitive to changes in out- 
look for the motor industry to which 
its earning power is intimately related. 
I. other words, its advance from the 
original offering price at $38 to cur- 
yent levels would seem to have dis- 
counted sufficiently expectations of a 
lcrger dividend predicated upon net 
profits of $7.18 a share in 1925 and 
$1.60 a share reported in the ten 
months ended November 30, 1926. 

The preferred shares may be con- 
sidered in the category of medium 
grade investments, but in this case also 
their convertibility into the common 
has forced the market valuation to 
levels reflecting the rise in the common. 
Hence, around 185, the preferred occu- 
pies @ position where commitments are 
attended with a large measure of spec- 
ulative risk. 





Erie Steam Shovel 
Price, 28; Div., $2.5; Yield, 8.9% 











RIE Steam Shovel began its career 

in 1883 as a manufacturer of sta- 
tionary steam engines. The present 
business, however, has nothing in com- 
mon with the original activities except 
management. In 19138, the predecessor 
concern, Ball Engine Company, began 
developing 2 steam shovel which was 
perfected and placed in production on 
a limited scale about two years later. 
This device proved a commercial suc- 
cess and as demand expanded, the com- 
pany gave up its stationary engine 
business to concentrate upon the manu- 
facture of steam shovels. In 1922, the 
corporate title was changed to the pres- 
ent style. 

During 1925, Erie Steam Shovel 
brought out a gasoline-compressed air 
shovel which came upon the market 
last year. This product is protected by 
basic patents. Operations are concen- 
trated upon the manufacture of shovels 
in two sizes, 54 cubic yards and 1 cubic 
yard capacity for the steam machine 
ind 1 eubie yard for the gasoline-com- 
nressed air shovel. The purpose of 
such concentration is to secure quan- 
tity production and rapid inventory 
turn-over. 

The company produces approximate- 


y 50% of the shovels used in the two. 


apacities referred to. Street and road 
huilding activities account for roughly 
50% of sales and building operations 
originate the second largest single 
cource of orders, or about 25%. 
Capitalization is simple, being made 
ip of 3.0 million dollars of 7% cumu- 
iative preferred stock, callable at $110 
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a share and convertible into common 
on a sliding scale. That is, the first 
million is convertible at $32 a share, 
the next million at $36, and the last at 
$40. Common stock of $5 par value 
is outstanding to the amount of 2.0 
million dollars. There is no funded or 
floating debt. 

On the score of financial condition 
and developed earning power, the com- 
mon stock appears in a favorable light. 
Thus, working capital as of June 30, 
1926, stood at 3.69 million dollars, ratio 
of current assets to current liabilities 
being nearly 9 to 1. Gross sales fluc- 
tuated between a minimum of 5.62 mil- 
lions in 1925 and a maximum of 7.22 
millions in 1928. Net profits during 
this period held well above $3 a share 
for the common stock, average for the 
four years being $3.97, which compares 
with $4.87 a share earned in the twelve 
months ended June 30, 1926. 

The present high yield offered by 
the common stock, however, would in- 
dicate some doubt as to maintenance of 
earnings at these levels in the event of 
a building slump. Since it is, obvi- 
ously, unseasoned and representative of 
a business which depends upon the sale 
of a highly specialized product, the 
common cannot be regarded as a specu- 
lation that is well adapted to the re- 
quirements of the average buyer. The 
preferred shares fall into the class of 
medium grade investments and are 
fairly attractive. 





Bon Ami Class A 
Price, 54; Div., $4; Yield, 7.4% 











[HE listing of Bon Ami last Decem- 
ber brought to the New York Stock 
Exchange another erstwhile private 
enterprise whose history runs back to 
the ’80s. The business was started in 
a small way by an individual, subse- 
quently passed to a partnership, and in 
1897 emerged as a New Jersey cor- 
poration. The latter, in turn, gave way 
to a Delaware corporation, also called 
the Bon Ami Company, in 1915. 
Following a change in this last 
named corporation’s capital structure 
to comprise 200,000 shares of no par 
Class A and 400,000 shares of Class B 
stocks, the former issue was introduced 
to trading on the Big Board. The 
Class B stock is still closely held. 
The company’s product probably re- 











See Analysis of 
Norfolk & Western 


on Page 728 























quires no introduction since it is well 
known as a household cleaning and 
polishing compound which has attained 
a wide market in the United States, 
Canada and foreign countries by virtue 
of extensive advertising. Bon Ami is 
manufactured by subsidiaries of the 
company under review, the factories 
being located in Manchester, Conn., 
and Montreal, Quebec., Feldspar, the 
principal raw material, is obtained 
partly by purchase in the open market 
and partly through the mining opera- 
tions of subsidiaries located in Canada 
and from various properties in North 
Carolina and New Hampshire. 

Favored by access to and ownership 
of a raw material supply exceptionally 
well suited to the manufacture of its 
product, the company has been able to 
hold its own against competition. Sales 
have increased consistently each year. 
Net profits available for the Class A 
stock were $7.18 a share in the eight 
months ended August 31, 1926, com- 
pared with an annual average of $8.39 
in the four preceding years. 

The Class A shares may be con- 
sidered moderately attractive on the 
basis of current yield with some specu- 
lative possibilities in the prospect for 
continued expansion of sales. Holders 
of the Class A shares should partici- 
pate in such growth since the senior 
issue carries a participation clause 
whereby it is entitled to a ratable dis- 
tribution of excess profits. That is to 
say, after the Class B stock has re- 
ceived a dividend of $2.50 a share, any 
additional amount disbursed as divi- 
dends is divided equally (as to total 
amount) between the Class A and Class 
B shares. 

Earnings in relation to present capi- 
talization have not reached a level to 
indicate that this participation feature 
will become operative at an early date, 
however. It should also be noted that 
the Class A stock has a tangible asset 
value of less than $12 a share. This 
fact and the highly specialized char- 
acter of the company’s activities ren- 
der the issue speculative. Until it has 
passed through a period of thorough 
seasoning, the stock must not be con- 
sidered for investment. 





Kraft Cheese Co. 


Price, 55; Div., $1.50 and 6% in 
stock; Yield, 2.7% 











THE stock of this company enjoyed 

an active market on the Chicago 
Stock Exchange and the New York 
Curb prior to its listing on the 
New York Stock Exchange last Sep- 
tember. In fact, it was one of the 
features of the Chicago market dur- 
ing 1925, advancing from a low of 
85% to 99%, from which high level it 
has undergone a substantial recession. 

The present company dates back 
only a little over two years, at which 
time it was organized as a consolida- 
tion of five enterprises engaged in 
similar lines of manufacture. The 
original business was established in 

(Please turn to page 736) 
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Bigger Than Yourself 


In few other instances can one see how much 
money can do for character. 

The investor is the modern creator. 
ant when riding on a railroad train to pass a gigan- 
tic power station and to realize that it was your 
money that helped build this great engine of human 


16)! has become a commonplace that the age of 
ge 4) the great man has passed. The war of 
= E 1914-18 revealed no Napoleon or Nelson. 
‘ig: Here and there a genius such as Ford has 
faxisy | been revealed in the industrial world, or a 
=} meteor like Mussolini in the _ political 
world, but the heroes of American finance come 
principally from an earlier period of development. 
The infinite complexity of modern life, and the 
sheer number of persons involved in every activity, 
means after a time that the social effort of all is 
greater than the individual effort of any. As a re- 
sult a new type of man is coming into being. In- 
stead of seeking to impose his imperious will on 
mankind, he makes finer the clay of which Destiny 
has been the potter. For the pride of domination 
there is substituted the joy of co-operation. 
Those instincts that formerly led to domination 
are still in Mankind. They must have a healthy 
outlet if social progress is to continue. Modern 
investment is the one great factor that helps this 
development. Instead of merely working for a 
corporation, the employe who is a stockholder feels 
that he is identified with its fortunes. Subtly but 
surely he speaks of it as his corporation. He is 
jealous of its good name. His work is raised in 
stature: he has acquired human dignity and worth. 
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It is pleas- 


satisfaction and service. Where once the scope of 
men consisted in warring upon each other, today 
co-operative investment turns the world to a 
larger fate and a greater scope. The labor of 
countless slaves built the Pyramids of Egypt. They 
served the vanity of a dead king and were the 
mausolea of myriad workers. Today, the pooled 
savings of a million investors turn a desert into a 
garden. The progress of mankind is well meas- 
ured by the yardstick of investment. 

No idea is fruitful without capital. Capital is 
wealth used in the creation of more wealth. Until 
the age of massed, invested capital the world was 
as full of ideas as today but they remained fallow. 
Wealth was buried between hearthstones or under 
trees. There was no wedding of wealth and intelli- 
gence. Modern society mates ideas and money, and 
brings therefrom ever-increasing prosperity. We 
have found the lever of progress. We need fewer 
heroes, for we have accomplished together what 
they failed to achieve separately. 
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A Practical Thrift Plan that Makes 
Investment Compulsory 


Simplicity Is the Keynote of This Interesting Investment Program 


By W. A. SCHNEDLER 








FTER several years of 
f reading THE MaGa- 

ZINE OF WALL STREET 
and any other information 
I could find regarding per- 
sonal finances, I decided 
that there are only a few 
fundamental rules which, if 
followed resolutely, will 
surely lead to financial in- 





Five Rules for Financial 


Independence Inspired 
By Reading 


“ The Magazine of Wall Street ™ 


earning 6% on every dol- 
lar I invest in this way. 
For example, assume that 
my bank buys a $1,000 in- 
vestment for me yielding 
6%; that the bank will 
lend $800 on this security 
and hold it as collateral, 
and that I give them a note 
for $800 which I agree to 








dependence. These rules 
are inscribed in the panels 
to the right of this column. 

Having adopted these rules and hav- 
ing decided to follow them regularly 
and systematically, I proceeded to work 
out a plan which would require the 
minimum amount of effort. 

Here’s the plan which I adopted sev- 
eral years ago and which has never 
failed to produce the desired results. 

In order to follow the first rule, I 
decide at the beginning of each year 
how much I can afford to save out of 
my salary. Assume, for example, that 
this amounts to $2,400; to this I add 
my total income from previous invest- 
ments in order that this amount may be 
reinvested, thus compounding the in- 
terest on my investments in accordance 
with Rule 4. Assume that this item 
amounts to $600. This results in a 
total of $3,000 to be invested during 
the year or at the rate of $250 on the 
first of each month. By investing this 
amount each month I am following 
Rules 1, 2 and 4—in other words, I am 
spending less than I earn; I am saving 
first and spending what is left and I 
am reinvesting my interest on previous 
investments. In fact some of my in- 
terest is invested before I receive it. 

When I receive my dividend checks 
and interest coupons which, on account 
of the diversification of my invest- 
ments, are usually in small amounts, 
I do not have to bother about investing 
them. I simply deposit them in my 
checking account because their equiva- 
lent has already been invested. 

Now here is the most important fea- 
ture of my plan—the compulsory fea- 
ture. In order to make myself save a 
definite amount each month I go to my 
bank with some of my securities; bor- 
row $1,000; buy a good sound bond or 
$1,000 worth of stock on which my 
banker is willing to lend from 75% to 
80% of its market value and agree to 
pay off my note at a specified amount 
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Spend Less Than You Earn 


Invest First 
and 


Spend What Is Left 


Invest Your Savings Wisely 


Reinvest the Interest on Your 
Savings 





























Borrow on Investments 
To Meet Emergencies 











each month. In the above case my 
monthly payments would be $250. As 
soon as one note has been paid, I bor- 
row more money and buy more securi- 
ties. 

By buying only securities which my 
bank is willing to accept as collateral 
on a loan, I feel reasonably sure that 
I am following Rule 3, because banks 
are in a better position to judge sound 
securities than I am and of course 
they will not lend money on any col- 
lateral of questionable value. 

Some of my friends argue that while 
I am paying off my note I am not earn- 
ing interest because I must pay the 
bank as much interest as I receive on 
my collateral. This, of course, is a 
fallacy, and I will try to prove that 
while I am earning say 6% on an in- 
vestment, and while I am paying 6% 
for the use of the money which I bor- 
rowed from the bank, I am really 


pay back at the rate of 
$200 a month. The income 
on my investment for four months will 
be $20. 

The bank’s charge for interest will 
be figured as follows: 





Amount Interest for 
1 month 
Ae te eae Re eee eee $4.00 
BOO ed cto ster Sears Bose ae ae 3.00 
LEME oa are wicca ethos bareg Se 2.00 
| 1 a Pe Oe 1.00 
Net earnings...... $10.00 
Average investment for four 
NPIQUNONG gio s:ic- Sesh arnc tee ar ae 500.00 
Interest on average invest- 
ment for four months.... 2% 


Since the interest on my average in- 
vestment is 2% for four months, this 
is equivalent to a rate of 6% per 
annum. 

Now consider Rule 5. I have learned 
that when I have an obligation to meet 
I am likely ‘to save more to meet that 
obligation than I would save simply 
to increase my estate. Furthermore, 
after I have reached a certain goal, I 
dislike to be set back by having to 
dispose of some of my investments in 
order to meet an emergency. There- 
fore, when I need more money than I 
can draw from my bank account, I al- 
ways borrow on my securities and pay 
these notes off from future earnings. 

I feel sure that anyone who will 
adopt these five rules and follow them 
resolutely will get ahead financially at 
a faster rate than he ever realized was 
possible. If financial progress itself is 
not sufficient incentive, then one can 
fall back on the compulsory feature 
introduced by borrowing money that 
must be returned through regular pay- 
ments. Perhaps this will interest 
those who find it “simply impossible” 
to save money. 
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Is Your Budget a Friend? 


BUDGET is by no means a cure- 

all for your financial difficulties 
but it is a mighty good “right 
hand man” for the man or woman who 
conscientiously seeks financial prog- 
ress. Much has been written and said 
about budgets within recent years all 
the way down from the important fi- 
nancing problems of the nation to the 
homely little obstacles that confront 
the humble citizen in his ambition to 
get along in a material way. So much 
so, in fact that one gets the idea that 
the word “budget” is a sort of a magic 
formula to transform the extravagant 
spendthrift into a systematic Thriftor 
on one application. 

Seeking a proper prospective on the 
budget subject, this writer, looked up 
the word and found that it comes from 
an old Gaelic term meaning “a leather 
bag or sack, often used to include the 
contents of the bag as well.” So, many 
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Budgeting Your 
Future Income 


How one can construct a_ personal 
budget that will serve your own indi- 
vidual needs—a few things to avoid. 


By FELIX STANDON 





years ago when expenditures of the 
nation came under the approval of the 
British Parliament, an itemized state- 
ment was prepared to give its mem- 
bers a comprehensive view of the 
needs of the nation as far as future 
expenditures were concerned. This 
statement was called the “budget” and 
the word is used today for almost any 
kind of a control of expenditures by 
the corporation, the nation or the in- 
dividual. 

The budget in other words, is a 
means of systematically alloting your 
funds to cover each necessary ex- 
penditure in the proper amount; it can 
enable you to find out not only where 
you stand financially at the moment, 
but also what progress you are likely 
to make in the future; it can alleviate 
the heavy burden of “extraordinary 
expenses” by making smaller payments 
regularly in advance of the need; it 

































—Or Is It a Burden? 


encourages system and_ business-like 
methods in running household ac- 
counts; it stops little leaks in one’s ex- 
penditures and assists in salvaging 
just a little bit more for saving and 
investment. All this a budget can do 
and will do—but no more. The in- 
portant thing in saving is to spend 
less than you make so that a regular 
addition is made to the thrift fund that 
will provide for your old age comfort 
or your loved one’s existence after you 
have passed away. 

If you are not “sold” on the useful- 
ness of a budget, try it out—if only, 
as an experiment. Unlike most ex- 
periments, you have nothing to lose 
and perhaps the gain will be large. 
If you do not expect too much of your 
budgeting venture, it will be more like- 
ly to work out to your satisfaction. 
After all, it’s results that count and 
budgeting brings results almost in- 




















INCOME PER WEEK 


A “Standard Budget’ for a Family of Five 
(Prepared by the Savings Banks Association of the State of New York) 


















Savings— 

To build up a permanent savings fund, put aside a definite sum, considered as much of an obliga- 
Seni ERIS MOM CUA MR OMAR ee cic oie 6S - aise Bis dc Wal oo bl SF seb AG eee ase a Sw SES SN ewes SSS SAB TENE Aes Se 12 $18 $25 
Food— 

Includes not only groceries, milk and meat, but ice and all meals taken out of the home........... 20 20 25 
Shelter— 

Includes taxes, rent, fire insurance or interest payments on the home................ecceeececeee sacs 25 30 35 
Clothing— 

A regular weekly assessment insures ready money for a seasonal expense like clothing............... 20 24 25 
Operating Expenses— 

Includes fuel, light, help, laundry, household furnishings and all other necessary costs in running | 
SPIEMRE UPR EEE CCE OR oe Gani iiss on c% cas esa hens Gbesccctoiswausacbeeseseceaesens sieelesedeause cx 10 15 20 =| 


Advancement and Amusement— 


A sum for special expenses beyond the bare necessities of life, such as, doctor, dentist, vacations, allow- 
ances, education, books, magazines, gifts, church, charity, etc........sseeceeeeees 
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Budgets 








stantaneously—that’s the idea of the 
budget. 

Furthermore, to get the best results, 
one can mix in a little simple common 
sense and find it good seasoning. One 
of the several dictates of common 
sense in this regard is the futility of 
attempting to use somebody else’s bud- 
get for your own peculiar needs. The 
so-called “standard budgets” may serve 
a useful purpose as a guide post—and 
it is solely with this thought in mind 
that the accompanying budget is pub- 
lished. This, or any other standard 
budget, must be modified, however, so 
that it fits your own personal needs. 
f it merely “happens” to fit you like 
a ready-made suit of clothes without 
any alterations, so much the better, but 
bear in mind that the greatest amount 
of budget failures can be traced di- 
rectly to “misfit budgets.” 

How then is one to construct his 
budget if the standard budgets are 
taboo? Here is a suggestion. Buy an 
expense book (the kind that are made 
for students at a cost of about twenty- 


a a 


———— 


five cents) and keep a detailed account 
of all the money that you spend for 
a period of several weeks or a month. 
These expenditures should include 
both household expenses as well as the 
money that you spend on yourself and 
the personal expenditures of the other 
members of the family. Make the 
records as detailed as possible, for 
despite its tediousness, the accounts 
are the material from which you will 
later construct your budget. They also 
have definite utility value in another 
direction. 

It is a pretty safe presumption now- 
a-days that everyone is just a bit of a 
spendthrift in one direction or another. 
For just this reason it is a good idea 
to get your expenditures down in black 
and white. No doubt you will be able 
to detect small items here and there 
that you will want to place in perma- 
nent exile once your budget is adopted. 
Figures such as suggested also give 
one a basis for comparison. If you 
are a normal man or woman, it is not 
at all unlikely that after looking over 


the month’s record of expenses you will 
be saying—“Maybe $37.50 a month 
for lunches is a little too much.” “I 
had no idea how much I was spending 
for cigarettes and candy.” Perhaps 
you are paying too little for clothes or 
amusement or too much for rent. And 
so on. 

This phase of the budget construc- 
tion might be called the “pruning” 
period. After you have passed judg- 
ment on these hundred and one big and 
little items of expense, the material is 
on hand for the budget itself. The 
next step is important—it concerns the 
amount of your allotment for savings 
and investment. This should be the 
first item on the budget and should be 
as nearly inflexible as a mere human 
being can make it. With a general 
idea in mind of your essential expenses, 
it is now possible to fix an amount 
that you are willing to put aside for 
future income building. The amount 
should not be too small, for so doing 
you defeat the primary purpose of the 

(Please turn to page 763) 
































Can you write an interesting story? 
into finance—a profit—a thrill—or a ‘“‘raw deal’’? 


This contest is open to everyone. 
dents—actual experiences—true Wall Street stories. 
contain the name and address of the contestant. 

must be real. NO REAL NAMES WILL BE REVEALED UPON PUBLICATION—IF REQUESTED 
THE AUTHOR’S IDENTITY WILL NOT BE DISCLOSED. 
Prizes will be awarded as follows: $100 for the first prize; $50 for the second prize; $35 for the 
third prize; payment at regular publication rates will be made for all other stories 
published in THE MAGAZINE OF WALL STREET. Awards will be made for the stories 
which, in the opinion of the Prize Contest Editor, are the most interesting true stories 
about Wall Street. 


Read This Announcement! 


Have your experiences in Wall Street 
Would you like to tell 


Here’s your chance! 


THE BY FI DEPARTMENT OF 
THE MAGAZINE OF WALL STREET 
offers CASH PRIZES for the most interesting 


True Stories About Wall Street 


There is only one qualification—the stories must be real inci- 
No manuscripts will be accepted unless they — 
All names and places mentioned in the stories 


about it? 


The contest opens February 12 and closes March 3Ist. 
Send in your story at once to the Prize Contest Editor. 


given you a novel insight 


JURY 
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Insurance for the Child's Education 


—and Other Inquiries from Readers 


By FLORENCE PROVOST CLARENDON 


Insurance Editor: 

I would like to have my name placed with 
several insurance companies to receive their litera- 
ture on life insurance for very young children. 
My boy is not yet one year old but I want to 
protect him with insurance instead of placing 
small change from time to time in his bank. 
There is no better way I know of than to invest 
his savings in an insurance fund in his own 
name. 

Each insurance company has some particular 
feature policy all of its own and by obtaining the 
literature from several companies to study I can 
pick out the best. Do you approve of my idea? 
Thanking you in advance for your favor, I am, 

Very truly yours, 
sf 


I can appreciate and sympathize with 
you in your desire to build up a thrift 
fund for your little boy. As he is but 
a baby now, his “savings” for a num- 
ber of years will mean your savings 
for him. This being so, I would sug- 
gest that you consider insurance on 
your own life, with your boy named as 
beneficiary, rather than insurance on 
the child’s life. An Endowment Policy 
maturing in 15, 18, or 20 years for the 
benefit of your boy would mature at a 
time when the proceeds could either be 
used for his college course or expenses 
incident to some special course in busi- 
ness, craftsmanship, etc. Or the pro- 
ceeds on maturity could be held in trust 
for the lad until such time as you se- 
lected for payment. In this way the 
fund is definitely assured to the lad, 
from the payment of the first premium, 


Savings bank accounts are 
deposit of regular savings, to yield 


sideration. 


recommended for 


eusueeuureenatitant 





What Is Your Purpose in 
Making Investments? 


Do you place your money 
without rhyme or reason or 
have you planned a systematic 
investment program? If not, 
you will be especially inter- 
ested in a series of three 
articles on: 


“INVESTMENT FOR ONE’S 
ESTATE” 
“INVESTMENT FOR ONE’S 
OLD AGE” 


“INVESTMENT FOR 
PRESENT INCOME” 


Crohn 


euaevatnny 


euncaesaccvececunetvansreeeeareenanananannntnngnia 


The first of this series starts 
in the February 26 issue. 


ge uevovastaneannnevneegeag si anocoonagnongsanananaennnntig 





for the full face amount of the policy. 

In placing life insurance on a young 
child—in the form of say a Child’s En- 
dowment—the premium would presum- 
ably be paid by the father. In event 


to the Inexperienced Investor 


These investment recommendations are now a regular feature 
for the guidance of BYFI readers. With the original selection 
of each issue, safety and principal has been a foremost con- 
Each issue is watched continuously and will be 
replaced at any time that it may become unfit for retention. 
Such changes will, of course, be brought to the reader's 


attention, if and when they occur. 


Approxi- Yield 
mate to 
Price Maturity 


4 to 442% 


$5,000 FOR INVESTMENT 


Cuba R. R. Ist 5s, 1952 
American Surety Ref. 6s, 1937 
U. 8. Rubber ist 5s, 1947 


of the father’s death occurring befor 
the Endowment matured, or the bo} 
was self-supporting, there is always th 
possibility that there might not be suffi 
cient money in the estate to continu: 
payments of the policy premiums, as 
the day-to-day living expenses might 
absorb such maintenance as was left 
for the upkeep of the mother and child. 

We have preferred in this Insurance 
Department to abstain from giving 
preferential advice regarding the vari- 
ous Old Line companies operating 
throughout the country, or to give dis- 
criminatory opinions of a comparative 
nature. If you will communicate direct 
to three or four of the good Old Line 
companies,—either to their home Office 
or to a local agency—you can obtain 
information regarding protection for 
your boy, and the simple obtaining of 
such information will not necessitate 
your placing an application. 


There Is No “Best” Company 


Insurance Editor: 

Please let me have the name and address of the 
best insurance company with the best protection, 
and reasonable rates for the average working 
man, a 


We are in receipt of your letter, ask- 


ing that we advise you of “the best life 
insurance company.” Your question is 


BYFI Makes a Suggestion 








Approxi- Yield 
mate to 

Maturity 
5.35% 


Price 


Shares of well managed Building & Loan Assn. 
are recommended on the monthly payment plan.. 

Endowment Insurance is a suitable medium for 
the investor and yields a return of 

*Laclede Gas Light Ist and ref. 5'2s, 1953 


West Penn Electric $7 Pfd 
U. S. Smelting & Ref. $38% Pfd* 
American Water Works & El. $7 Pfd 


N 

N 

5 to 6% N 
N 

N 

THE NEXT $5,000 (a) N 
N 

N 

N 

NY 

N 

N 

Ny 

Ny 

Ny 

N 
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3 to 344% 


Seaboard Air Line Ist Cons. 6s, 1945 
Nassau Electric 4s, 1951 

Western Maryland Ist 4s, 1952 
Brooklyn-Man, Tr. $6 Pfd.. 
International Paper $7 Pfd.. 
American Tel. & Tel. common 


(a) This group is selected with a view toward probable enhance- 


ment in principal, 
*Recommended to hold at present. 


THE NEXT $1,000 


+Baltimore & Ohio ref. 5s, 1995 
*Commonwealth Power 6s, 1947 
+N. Y. Steam Corp. 6s, 1947 
{Western Pacific Ist 5s, 1946 
*Available in $100 units. fAvailable in $500 units. 
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Butlding Dour Future Ancome Personal Problems 








one which would, if answered in detail, 
necessitate a very lengthy reply, be- 
cause among the best life insurance 
companies operating in this country, 
and in your particular state, are so 
many excellent Old Line institutions of 
excellent reputation and liberal benefits 
to policyholders that we would be com- 
pelled in fairness to enumerate a 
lengthy list. We are not ourselves 
aware of any one company that can be 
referred to as “the best.” 

This Department has made it a prac- 
tice to abstain as far as possible from 
giving discriminatory advice in the se- 
lection of a company. We would sug- 
gest that you get in touch with the 
General Agents of several of the well 
known Old Line companies—whose 
names doubtless are familiar to you if 
you have taken a more than passing 
interest in life insurance protection— 
and ask for rates and benefits relating 
to their principal policy forms. This 
would not necessitate your placing life 
insurance with them, if you did not so 
desire. 


How to Use the Dividends 


Insurance Editor: 

Kindly advise me on a policy which I am 
holding that is paying its first dividend with four 
options as to the disposition of this dividend. 
Of the two that I am most interested, Option 
No. 3 permits me to leave dividends with the 
company for which I receive patd up insurance 
and Option No. 4 places the dividend to the 
credit of my policy at interest. Please advise 
which is preferable and why? Thanking you for 
an early reply, I am, 

Yours truly, 
Dy Da S. 


You are carrying your life insurance 
policy on a 15 Payment Life plan, with 
a participating company, and should 
now make a definite decision as to how 
not only the present but future divi- 
dends are to be used notifying the com- 
pany to this effect. Future dividends 
can then be applied as now directed by 
you without further instructions on 
your part. 

Both Option 3 and Option 4 tend to 
cultivate thrift on the part of the in- 
sured, building up an added fund. If 
No. 8 is selected the dividends are ap- 
plied to purchase additional life insur- 
ance, this paid-up addition increasing 
the amount payable to the beneficiary 
on the death of the insured, and this 
is probably the best plan for you to 
select. 

Option 4 leaves the amount of the 
dividend to the credit of the policy- 
holder to accumulate at interest, and 
such accumulated dividends under the 
usual policy contract may be with- 
drawn by the insured at any time 
(prior to the end of the grace period of 
any unpaid premium). 

We assume that you are carrying in- 
surance for family protection, and in 
such circumstances the selection of 
Option No. 3 under which dividends are 
used to purchase additional insurance 
coverage is one which is apt to appear 
most favorably to a family man. 
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Does Margin Trading Pay? 


THE MaGAzINE OF WALL STREET, 
New York City. 


Gentlemen: 


Have been reading your magazine for 
the past year and have made some hand- 
some profits on American Sugar, American 
Power and Light, Victor and some other 
stocks mentioned in your magazine from 
time to time. I have made $2,400 on a 
capital cf $2,000 since June 30th, trading 
on margin, but always keeping an equity 
of at least 30 to 40%. At the present 
time I have an equity of $4,400 in my 
account and long 50 Stanley Co. of 
America and 100 sh. of Philadelphia 
Eleciric. The Stanley stands me 87% 
(purchased just before the death of Jules 
Mastbaum, the Pres.) and the Philadelphia 
Electric cost me 50.° What would you 
advise? I weuld like your opinion of two 
stocks to be sold short around February 
of this year when I expect a repetition of 
a break something like last year. (I don’t 
like to own stocks in February.) 

I am trading on margin, as I cwn my 
home free ($11,500), have 15 sh.of BG& L 
10 years old, 5 shares 8 years old and 
5 double shares 3 years old, all of which 
are free, with no stock loans. I have 
$2,000 in Insurance, am married (1% 
years) and have about $500 in savings 
account, exclusive of money set aside for 
taxes, coal, painting of house and $100 
for doctor bills. Everything is budgeted 
down to train ticket (Merion is suburb of 
Philadelphia) ang. we also have 5 shares 
of Christmas Savings Fund. Last vear, 
exclusive cf Stock Market operations 
which I don’t touch (incidentally, my 
$4,400 above is not figured in my assets), 
we saved 25% of my income of $3,000. 
Please have “BYFI’ give me their com- 
ments.—H. A. L. 


The Building Your Future In- 
come Department does not give 
any opinion concerning the merits 
of specific issues of stocks or 
bonds. All queries of this nature 
are referred to our Inquiry De- 
partment and you will receive an 
answer by mail from that depart- 
ment. 

Aside from the merits of these 
two stocks which you are holding 
at present, you have solicited 
BYFI’s comment relative to your 
margin trading, We are glad to 
reiterate our attitude toward 
margin trading especially as it 
would apply in your case. 

Under ordinary circumstances 
we do not recommend margin 
trading for quick profits to the 
investor of moderate means who 
is preoccupied with other business 


affairs. A speculative interest in 
the security markets is inevitable 
because it serves an_ essential 
function in the intricate machin- 
ery through which the shares and 
bonds of our great corporations 
become available to the invest- 
ment public. Speculation tends to 
sustain values and “iron out” vio- 
lent fluctuation in values that 
would otherwise occur. Fre- 
quently, speculation is a means of 
attaining very substantial wealth. 
So, you can see, that our objec- 
tion is neither on moral or socio- 
logical grounds. 

And now to come to your 
specific case. We do not think 
that margin trading should oc- 
cupy any place at all in your in- 
vestment program. The fact that 
you have made profits to date is 
no proof that you will continue to 
make profits—but that, of course, 
is not the reason why we would 
think it ill advised. The point, 
as far as your own individu2l 
situation is concerned, is that you 
are in a position to make sure of 
Financial Independence; so why 
take chances speculating. 

Buy solid investments; bonds 
and preferred stock at the start, 
and some sound common stocks 
on an outright cash basis when 
favorable opportunities present 
themselves in the market. Con- 
sidering enhancement in value as 
well as fixed income you should 
average at least 8% on this basis 
—probably more—but without 
exposing your funds to undue 
hazards. From the savings you 
have available and by reinvest- 
ment of income you should con- 
fidently expect an investment 
fund of around $50,000 from such 
a plan at the end of the next 
twenty years—thus providing a 
satisfactory estate for your heirs 
and an income equal to your pres- 
ent earnings. This is what you 
should start out to do. 
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you may be interested. 
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be received or answered by telephone nor 
can personal interviews be granted by this 


SWERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 


The Inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 


department. 


If you are a 


Inquiries cannot 


swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 


subscribers of course cannot be an- 
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NORFOLK & WESTERN 





I would like your opinion concerning the ad- 
visability of buying Norfolk & Western common 
stock. I understand that earnings of this road 
are among the largest of the more important rails 
and it seems to me that there are excellent pros- 
pects for an increase in the dividend rate. I 
hesitate to buy the stock however, owing to the 
possibility of a strike in the soft coal fields this 
spring.—A. J. H., New Haven, Conn. 


The position of Norfolk & Western 
is unusual. The Pennsylvania Rail- 
road owns approximately 50% of its 
preferred and about 30% of the com- 
mon stock. There is a strong proba- 
bility that the latter road will eventu- 
ally absorb Norfolk & Western, either 
through an exchange of stock or 
through a lease guaranteeing a fixed 
dividend payment to holders of the 
common shares. In view of the fact 
that earnings of Norfolk & Western 
were reported at $18.68 a share in 
1925 and in the neighborhood of $25 
a share last year, it is obvious that 
such a guarantee would necessarily 
result in a substantially higher divi- 
dend rate than the $8 now being paid 
by the road as an independent system. 
The Pennsylvania has already offered 
a guarantee of $10 a share but the 
minority stockholders have rejected 
this offer. While the $10 dividend was 
considered satisfactory, it was con- 
tended that Norfolk’s surplus cash as 
well as its coal company rights should 
first be distributed to shareholders. 


It appears, therefore, that better 
terms will be forthcoming in due 
course. Assuming a dividend guar- 


antee of $12 a share, the common 
stock seems distinctly undervalued at 
current levels around 163. In event 
of a bituminous coal strike, Norfolk 
& Western should be favorably, rather 
than unfavorably, affected since the 
road operates in non-union territory. 
Even as an independent carrier, its 
stock is an attractive investment ow- 
ing to the highly developed earning 
power and ability to pay larger divi- 
dends. 








1 Be brief. 





Are You Sure of Your Broker? 
We invite correspondence from readers desirous of ascertaining 


the status of brokers with whom they intend to do business. 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 





We 








RADIO CORP. OF AMERICA 


I have been very much disappointed with my 
investment in Radio Corporation of America. I 
cannot see why the stock of the company which 
ts the leading unit in the radio industry does not 
show a real advance. I bought my stcck in 
1925 at $61 a share, and would be glad to have 
you tell me why the stock does not act any better 
than it does?—R. E. D., Memphis, Tenn. 


The annual report of the Radio Cor- 
poration of America, to be released 
shortly, is expected to show that the 
company transacted the largest gross 
business in its history during 1926. 
Our estimate places the total at about 
60 millions. Had demand for radio 
equipment in the final quarter come up 
to expectations it is probable that these 
figures would have been revised con- 
siderably upward. On the basis of our 
estimate, and after deductions for the 
elimination of good-will, amortization, 
preferred dividends, etc., it is likely 
that about $4.50 a share will be shown 
earned on the 1,155,400 common shares. 
This is an excellent comparative show- 
ing, testifying to the growing impor- 
tance of the radio both as a medium 
of entertainment and of communica- 
tion, but this balance is hardly suffi- 
cient to warrant the inauguration of 
dividend payments of the junior shares 
at this time. As a speculation, due to 
its long range potentialities, Radio 
common probably always will sell above 


its intrinsic value, but even accepting 
this as a natural course, by no stretch 
of the imagination can the stock be 
considered cheap at these levels. Un- 
less you are willing to hold regardless 
of market developments of the next few 
months we would suggest placing your 
funds elsewhere. A sound oil, of the 
calibre of Texas Corp., should prove a 
good substitute. 





HUPP MOTOR 


What is the outlook for Hupp? I know the 
motor industry does not Icok very well, but in 
any industry there are always some which man- 
age to make money regardless of what the in- 
dustry as a whole is doing. My holdings, only 
100 shares, cost me 13% in 1924.—J. R. B., In- 
dianapolis, Ind. 

The report of Hupp Motors, which 
will probably be released about the 
time this issue reaches the news stands, 
is expected to show considerable im- 
provement in earnings over those of 
1925, as well as a decided betterment 
in its finances. Estimating profits at 
around 3.5 millions net, the company 
will have earned almost $3.50 a share 
on the 1,004,399 common shares out- 
standing, against $3.19 a share in 1925. 
Further, and what is fully as impor- 
tant, is the fact that in the first nine 
months of last year Hupp was able to 

(Please turn to page 754) 
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engineering program, today 
Willys-Overland presents a 
complete line of Willys-Knight and 
Whippet motor cars embodying En- 
gineering Leadership in every price 
class. 





CC engineering pr a three-year 


A group of quality cars of single ori- 
gin, meeting every purse and prefer- 
ence, in which havebeen incorporated 
the most advanced engineering fea- 
tures known to automobile design. 


Greater Engine Efficiency—Engine 
ciliciency in excess of any other in the 
same price class characterizes each car 
in this entire group—unmistakable 
evidence of Engineering Leadership 
in power-plant design. 


New Body Refinements—New and 
hier body design is apparent in every 
car of the line, again emphasizing 
!ngineering Leadership in Willys- 
ught and Whippet coachwork. 





| Engineering Leadership ex- 
) pressed in: Greater engine-effi- \ 
d { ciency... New body refinements h 
| «+. 4-wheel brakes throughout... 
| Lower gravity center... Clearer 


vision... Greater economy... 








! 

4-Wheel Brakes Throughout— 
4-wheel brakes, mechanical - type, 
positive, are standard equipment on 
all Willys-Knight and Whippet cars, 
from the highest to the lowest priced. 


Lower Gravity Center—In addition, 
all Willys-Overland Fine Motor Cars 
have a lower gravity center, contrib- 
uting immeasurably to your security 
and comfort in driving. 


Clearer Vision—To complete these 
factors of safety, all Willys-Knight 
and Whippet models have narrower, 
clear-vision front posts that remove 
sill another driving hazard ever-pres- 


WILLYS-OVERLAND 


ent in cars of conventional design. 


Greater Economy—Engineering 
Leadership in every price class is ex- 
pressed, too, in new standards of 
economy. ‘30 miles ona gallon”’ in 
the Whippet is now reflected in com- 
parable fuel-economy throughout the 
entire Willys-Overland line. 


Every Price Class—When you exam- 
ine these new cars—the Whippet, the 
Whippet Six (introduced in January), 
the ‘*70"’ Willys-Knight Six, the 
Willys-Knight Great Six —a price 
range of $645 to $2295—you will 
quickly realize what Willys-Over- 
land Engineering Leadership means 
to the performance, safety and com- 
fort of the modern motor car. 


4 4 4 


Prices f. 0. b. factory and specifications sub- 
jet to change without notice... The Willys 
Finance Plan provides unusually attractive 
credit terms. Willys-Overland, Inc., Toledo, O. 
Willys-Overland Sales Co., Ltd., Toronto, Can. 





Fine Motor Cars 
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Business Shows Improvement 


Trade Volume 


Grows Although Buying Is Still 


Hesitant in Future Commiitments—Prices Trend Lower 





STEEL 

















Prices Lower 


EMAND for steel is moderate. 

While competition has for the 

most part been very keen, the 
amount of new business placed recently 
has increased. Producers, however, 
continue to offer concessions in order 
to stimulate buying, and the natural 
consequence is a lower and unsettled 
market. 

At Pittsburgh a price of 1.90c for 
structural shapes and soft steel bars, 
as compared with the present figure of 
2.00c, seems imminent. Orders of 
sizable quantity command this conces- 
sion now with little difficulty, and 
the apparent willingness of producers 
to dispose of stocks at lower prices has 
made many consumers reluctant to 
place any considerable amount of busi- 
ness until more stabilized levels have 
been reached. Much of the buying is 
being conducted on a hand-to-mouth 
basis, and this method of covering re- 


(Please turn to page 759) 











COMMODITIES* 


(See footnotes for Grades and 
Unit of Measure) 
1927——_—_—_, 
High Low *Last 
Steel (1) $35.00 $35.00 $35.00 
Pig Iron (2).. 18.50 18.00 18,00 
Copper (3).... 0.13% 0.131%, 
Petroleum (4).. 1,90 1,90 
Coal (5) 2,13 1,95 
Cotton (€) 134 0.1214 
0.71 
0.114% 
Steers (10).... 
Coffee (11).... 
Rubber (12)... 
Wool (13) 
Tobacco (14).. 
Sugar (15).... 
Sugar (16).... 
Parer (17) 
Lumber (18).. 21. 


* Jan. 29, 

(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
ec. per pound; (4) Mid-Continent, 36°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No. 2 red, New York, $ per bushel; (8) 
No. 3 Yellow, Chicago, $ per bushel; (9) 
Light, Chicago, ¢. per pound; (10) Top, 
Heavies, Chicago, c. per 1b.; (11) Rio, No. 
7, Spot, c. per lb.; (12) First Latex crepe, 
ec. per 1b.; (18) Ohio, Delaine, unwashed, 
ec. per Ib.; (14) ium Burleigh, Ken- 
tucky, c. per lb.; (15) Raw Cubas, 96° 
Full, Duty, c. per lb.; (16) Refined, c. per 
lb.; (17) Newsprint per carload roll, c. per 
Ib.; (18) Yellow pine boards, f. o. b. $ 
per M, 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Keen competition has influenced prices which are 
trending lower. Bookings and production are at higher 
rate, while sustained railroad equipment business and 
prospective improvement in automobile production sched- 
ules lend encouragement. Pig iron sales improve but 
buying is confined to present needs. 


PETROLEUM—Gasoline is again accumulating rather heav- 
ily, but although some weakness has developed in refinery 
prices no general drop is anticipated while large mar- 
keters will absorb distressed stocks for coming Spring 
demand. Crude holds its price levels as well as its high 
production rate. 


METALS—With prices down to 1924 levels for the major 
metals, markets at home and abroad fail to attract any 
appreciable buying. Even tin has weakened on rather 
heavy liquidation and lead is off $2 a ton. Measuring 
supplies against requirements, however, it is difficult to 
see prolonged depression. 


SHIPPING—Our own vessels received no more than one- 
third of $598 million expended in American ocean freight 
charges in 1926, which, coupled with prevailing low rates 
explains in part the slow improvement in the industry. 
Intercoastal companies, working in concert to avert rate 
war, are considering a higher scale for this traffic. 


RAILROADS—December reports of Class 1 roads received to 
date indicate a full year return of 5.84% on rate-making 
valuation. Car loadings up to middle of January show 
gains over last year in all districts except Northwestern. 


TEXTILES—Fall opening in worsteds 214 to 10 cents a 
yard over Spring levels is typical of improving condi- 
tions in woolen industry. Cotton goods sales are not far 
under production and lower price of the staple is appar- 
ently broadening demand. Rayons are stronger but do- 
mestic producers are under severe foreign competition. 


BUILDING—Although construction materials are declining, 
saturation in many cities, as attested by declining rents 
and values, indicates future activity will be more con- 
i with dwellings, suburban development and public 
works. 


AUTOMOBILES—Recent reports of I. C. C. on motor buses 
and trucks in use by railroads, when considered in con- 
junction with their growing use in other fields, point to 
the production of these vehicles as most potentially pros- 
perous division of automotive industry. Dealers in pas- 
senger cars are acquiring stocks with conservatism and 
factory production schedules, while liberal, are smaller 
than a year ago. 


SUMMARY—tThe volume of business has increased in most 
basic lines but buying is decidedly hand-to-mouth and 
concessions are not infrequent. Production operations 
are maintained at high levels. 
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CROSS SECTION 

OF REGULAR OR 

HIGH PRESSURE 
TIRE UNDER LOAD 


7 type of tire rides more directly on the 
wide rider strip at the center of the tread. 
That is where the weight and wear come, so that 
is where extra rubber is needed. The walls and 
tread of this tire are thick and stiff, makin; 
necessary the use of large tread design for high 
pressure tires. 


CROSS SECTION 
OF GUM-DIPPED 
BALLOON TIRE 
UNDER LOAD 


‘i type of tire—low pressure Balloon— 
carries the load on a wider surface, therefore 
— are cut directly in the center of the 

irestone Tread to permit easy flexing. Greater 
amount of rubber is placed at outer edges of 
tread where most of the load is carried. Instead 
of large, heavy rider strips and projections which 
retard flexing and cause skidding, the Firestone 
Tread is provided with small projections and 
narrow rider strips which increase flexibility and 
give greater safety and skid-protection. 


Scientifically 


BALLOON 


“Designed 


TIRE TREAD 


cAnother Reason why Firestone Tires are Better 


When Firestone engineers were developing the Bal- 
loon Tire they found it necessary to design a tread 
altogether different from that which is required by 
High Pressure Tires. The tread of a Regular Cord, or 
High Pressure Tire is usually designed with what is 
known as a wide rider strip at the center. Here the 
bulk of the rubber on the tread is concentrated. 


With the Balloon or Low Pressure Tire this extra 
amount of rubber must be placed away from the 
center toward the outer edges of the tread. Because of 
the low pressure conditions the displacement is 
greater and most of the weight and wear is at these 
outer points. 

Notice how the Firestone Balloon tread has a deep 
groove at the direct center, with narrow flexing rider 
strips and additional grooves on either side. These 
grooves nearly close up when the tire is under load, as 
they provide room for the rubber to spread out. Next 
come the outer rider strips—at the points of greatest 
wear —with numerous angular sharp-edge projec- 
tions for non-skid qualities. 

MOST MILES 


The Firestone tread was not designed with large, mas- 
sive projections for appearance or to make plausible 
sales argument. On the contrary, the projections of 
the cross-and-square tread are small and the rider 
strips narrow, permitting the tread to yield to depres- 
sions and clingtotheroad, giving the greatest non-skid 
surface. This tough, pliable tread has the wear-resisting 
qualities that give thousands of extra miles of service. 


The tread, however, is not the only important part 
of the BalloonTire. Such a tread as this, designed to 
yield to every depression of the road, must be placed 
on the carcass that also has the qualifications to with- 
stand the terrific flexing that this design tread permits. 
Firestone provides this extra strength and endurance 
by dipping the cords of the carcass ina rubber solution. 
By this process, every fiber of every cord is satue 
rated and insulated—to withstand the extra flexing 
of the Firestone tread. 

If you want the economy, comfort and safety of 
Gum-Dipped Tires—see the nearest Firestone Dealer. 
He will gladly explain the many features that make 
Firestone Tires better. 


PER DOLLAR 


Firestone 





AMERICANS SHOULD PRODUCE THEIR OWN RUBBER... sHuuouSiiwitnd 
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Profit 
Possibilities 
of 
Chain Store 


Securities 
Interesting Booklet Free 


Those investors who during 
the past few years have 
bought well selected chain 
store stocks have in many 
instances realized a profit of 
from 500 to 1000%. 


Our Statistical Department has 
prepared the first complete manual 
that we know of describing the 
securities of the leading chain 
store companies. The data pre- 
sented covers a brief history of 
each company’s operations, a sum- 
mary of its financial condition, 
number of stores in operation, to- 
gether with a record of the in- 
vestment position of each com- 
pany’s securities. The companies 
described include the following: 

American Stores 

Childs Company 

Jewel Tea Co. 

S. S. Kresge Co. 

S. H. Kress & Co. 

Kroger Grocery Co. 

McCrory Stores 

National Tea Co. 

Owl Drug Co. 

Schulte Stores 

John R. Thompson Co. 

United Cigar Stores 

United Drug Co. 


Waldorf System 


Walgreen Co. 
F. W. Woolworth Co. 


If vou are interested in chain store 
investments, write for this Manual 
of Chain Store Securities. 











F. A. Brewer & Co. 
Members Chicago Stock Exchange 
208 South La Salle Street 
Chicago, Illinois 


Gentlemen: Without obligation, please 
furnish me copy of the Manual of Chain 
Store Securities. 


Address 
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Income Tax Department 


Conducted by M. L. SEIDMAN 


Note: This department will be continued 
in each issue until March. Its purpose is to 
give investors sufficient information ‘on the 
income tax laws to enable them to make out 
their returns properly. For this reason. we 
have used a smaller size type than usual in 
order to incorporate as many points as pos- 
sible in the available space. Mr. Seidman, 
who conducts this department, is one of the 
best known experts on the subject in the 
country. Inquiries of reasonable length will 
be answered and letters should be sent to 
INCOME TAX DEPARTMENT, The Magazine 
of Wall Street, 42 Broadway, New York City. 


the items of taxable income is the 

profit on the sale of any property. 
Just what do we mean when we use _the word 
“profit”? In the commercial world we say 
that a profit is realized when property is sold 
for more than what it costs. The income tax 
definition accepts this general view, but there 
are a number of exceptions. Furthermore, 
what do we mean by cost? For instance, 
what is the cost to us, if any, of property 
that we receive as the result of a gift or by 
bequest? These and other considerations sur- 
round the subject. Let us see whether we 
can tersely review some of them in this ar- 
ticle. 


IMPORTANCE OF MARCH 1, 1918, VALUES 


The first thing we find is that it makes a 
very substantial difference if the property 
was acquired before March 1, 1913. March i, 
1913, has a special significance for income tax 
purposes. It marks the day that income 
taxes became constitutional. Before then no 
tax on income could legally be imposed. Any 
profit, therefore, that accrued prior to March 
1, 1913, is non-taxable. 

It is accordingly provided in the law that 
where property was acquired prior to March 
1, 1913, the basis for determining gain or loss 
shall be the actual cost of the property or the 
March 1, 1913, value, whichever is higher. 
For example, if United States Steel stock was 
bought in 1910 for $60 a share and had a 
March 1, 1913, value of $90 a share and was 
sold in 1926 for $160 a share, the taxable 
profit would be $70 a share; that is, the dif- 
ference between the sales price of $160 and 
the March 1, 1913, value of $90. The actual 
profit is $100 a share, but $30 of this is 
deemed to have accrued prior to March 1, 
191 


W* said in a previous article that one of 


Now let us take the reverse situation. Let 
us assume that the stock was acquired in 
1910 at a cost of $160, that the March 1, 
1913, value was $90, and that it was sold in 
1926 for $60. The loss allowed would be 
$100 a share, because it would be figured on 
the basis of actual cost, that being higher 
than the March 1, 1913, value. It will thus 
be seen that where March 1, 1913, values _be- 
come a factor, the law allows the larger loss 
and taxes the smaller profit. 


BEQUESTS 


On the question suggested at the outset 
about property acquired by bequest, the rule 
is that the cost is deemed to be the value of 
the property at the time it is so acquired. 
The following case will illustrate the point. 
Let us suppose that on the death of A’s 
father, A inherits property then worth $10,- 
000. If A sells the property for $15,000, 
there is a taxable profit of $5,000. If it is 
sold for less than $10,000, the difference is 
a deductible loss. 


PROFIT ON SALE OF GIFTS 


Gifts, however, as distinguished from be- 
quests, have a somewhat different status, de- 
pending upon when the gift was made. Up 
through the Revenue Act of 1918, the law 
was that where property was acquired by gift, 
the cost to the recipient of the gift was 
deemed to be the value of the property at 
the time of the gift. However, this was 
found to provide a very convenient means of 
tax avoidance. A husband owning property 
on which there was a substantial increment 
in value over his cost, would make a gift of 
it to his wife just before a sale was contem- 
plated. She would make the actual sale and 
there would be no tax all the way around. 
This loophole was plugged up in the Revenue 
Act of 1921, and all the succeeding laws, by 
the provision that in the case of gifts made 
after December 31, 1920, the basis for de- 
termining gain or loss to the recipient shall 
be the same as it would have been to the per- 
son making the gift. In other words, now if 
a husband buys stock at a cost of $10,000 
and he gives it to his wife when it has a 


value of $20,000, and she immediately goes 
out and sells the stock for $20,000, she is 
subject to a tax on a profit of $10,000, as 
her cost of the stock is deemed to be the cost 
to her husband, namely, $10,000. 


ADDITIONS AND DEPRECIATION 


Further variations as to what is meant by 
cost can be best seen in the case of real 
estate. A parcel of real estate we will say 
is acquired at a cash cost of $10,000. Over 
a period of time, improvements and better- 
ments will be made to the property. These 
additional expenditures can be added to the 
original cost in determining gain or loss when 
the real estate is sold. On the other hand, 
the law allows a deduction each year for de- 
preciation (assuming that the real estate is 
held for profit). This allowance is regarded 
as returning to the. taxpayer so much of his 
original cost. Hence, when the property is 
sold, the cost must be reduced by the amount 
previously allowable for depreciation through- 
out the_ entire period that the property was 
held. Many taxpayers have found them- 
Selves facing additional assessments because 
they failed to consider depreciation in arriv- 
ing at cost and therefore at profit. 

Let us illustrate just what is involved. A 
purchases a_piece of real estate in 1916 for 
$100,000. We will assume that of this cost, 
$75,000 is attributable to the building and 
$25,000 to the land. We will also assume 
that the building has an estimated useful life 
at the time of fifty years. This would mean 
pla P iy ¢ iegehooney pene each year. Now, 
we will also suppose that the property is sold 
in 1926 for $90,000. On the face of the 
ete, it je pve’ that a loss of $10,- 

was sustained since the property origi- 
nally cost $100,000. ‘The fact . oweeer, 
that there is a profit of $5,000, since the cost 
must be adjusted by ten years’ depreciation. 
We said that the depreciation was 2% a year 
on $75,000. That amounts to $1,500 a year 
of $15,000 for ten years. The adjusted ‘cost 
is, therefore, $85,000. Since the property 
was sold for $90,000, there is a profit of 
$5,000. 


QUESTIONS AND ANSWERS 
Important Question on Bonds 


Q. If a bond is bought in the marke 
less than par value and held to aabeuicn 
when par payment is received, is the profit 
thereby realized subject to tax or exempt 
from tax? If such a bond is called for pay- 
ment at par or above, depending on the call 
price figure, is the profit thereby realized 
subject to tax or exempt from tax? If a 
bond is bought above par, held to maturity 
and paid at par, or called below cost price, is 
the loss thereby sustained deductible as a 
loss? Would the ruling on any of these 
points differ in respect to corporation bonds 
or U. S. bonds or other tax exempt bonds? 
If so, in what way? For instance, we have 
some Liberty Bonds—Fourth 414’s bought at 
90. If these are called before maturity, at 
par, is the profit tax exempt or not? 


A. Where a corporation bond is _pur- 
chased in the market at less than par one 
held to maturity, or where the bond is called 
at a price higher than what was paid for it, 
the difference is taxable income. On the 
other hand, where the redemption price or 
the call price is less than cost, the loss is 
deductible. What is more, neither of the 
transactions can be classed as a capital gain 
or loss, so as to limit the tax rate to 1214%4%. 
When tax exempt bonds are involved, the 
situation is somewhat different. Where a 
tax exempt bond is originally subscribed for 
and held to maturity, or called, the difference 
in the proceeds as against the cost price does 
not give rise to any gain or loss. Instead, 
it is regarded as an adjustment of tax exempt 
interest. However, where the bond is pur- 
chased in the open market at more or less 
than the issuance price, gain or less does 
arise to the extent of the difference between 
the price paid and the issuance price. Fur- 
thermore, where the bond is sold in the 
market before maturity or call, the trans- 
action does become taxable, and gain or loss 
is computed in the regular way, irrespective 
of the price paid for the bond. 


Capital Gain on Reorganization 


. I will appreciate very much if you will 
advise me if a loss resulting from the follow- 
ing transactions is a capital or ordinary 
loss: In 1907 purchased $10,000 bonds 
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Mere curiosity could not explain the 
deep interest with which people 
everywhere await the appearance 
of Dodge Brothers additional 


line of higher priced motor cats. 


The public knows that a fine car built 
by Dodge Brothers will reveal its fine- 
ness on the highway as well as in the 
showroom. Will be dependable as 
well as fleet, sturdy as well as smart. 
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Atlantic Shore Line Railway for $9,500. The 
company was reorganized in 1923 and I re- 
ceived for above bonds, 23 shares York 
Utilities Common Stock which was sold within 
a year, in the year 1924 for $100 a share, 
receiving for said stock $2,300.—Mrs. M, S| 


A. If the reorganization were not a tax- 
able transaction in itself, then you would be 
deemed to have held the stock for as long 
as you had already held the bonds. The loss 
would, therefore, be a capital loss. If, how- 
ever, the reorganization was a taxable trans- 
action itself, giving rise to gain or loss, then 
the stock is deemed to have been held only 
from the date it was actually acquired in 
1923, and hence the sale of it in 1924 would 
be an ordinary loss. 


Stocks and Bonds 

_Q. (a) When one receives a coupon for 
six months’ interest on a tax-free covenant 
bond that one has only held for one month, 
does one claim credit 2% of the whole coupon 
for six months or only 2% of interest for one 
month, the actual time the bond was held? 
(b) How can one tell whether a mining 
stock, oil stock declares a dividend out of 
earnings or depletion reserve or depreciation 
reserve? (c) When should a man consider 
he has received a dividend on stock, the day 
it is payable or the day it goes ex-dividend? 
(d) Can a husband. and wife make a joint 
return in one year and change to a separate 
return method without the necessity of get- 
ting permission?—M. VonB. 


A. (a) The 2% for tax paid at the source 
is computed on the interest for the period 
that the bond was held and not on the whole 
coupon. (b) As a rule, the mining or oil 
company will inform its stockholders to what 
extent a dividend is out of earnings or is a 
return of capital. The company could, of 
course, tell from its records. (c) A dividend 
is taxable when paid and not when the stock 
sells “Ex.” (d) A husband and wife have 
the right to file a joint return one year and 
a separate return another without first ap- 
_ plying for permission to change. 
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account is thoroughly investigated, and 
it rests with the member who accepted 
such an account to prove that it was 
handled properly in every respect. 
Should it come to the attention of the 
Exchange that any customer’s man 
or any other employee undertook to 
handle a discretionary account on the 
condition that a portion of the profits 
would be given to him personally, 
either to reward him for his efforts or 
to satisfy the personal gratitude of the 
customer, the Exchange would un- 


- doubtedly withdraw its approval of the 


employee and censure the Exchange 
member. Such employees are expected 
to render the best service they are able 
without thought of extra compensation 
or share in the profits—commissions 
charged by the firm for this service 
are fixed by the Constitution and no 
other fee or charge is expected to be 
made.” 

Aside from the stern countenance of 
this (unofficial) attitude, however, 
there is another point to consider, to 
wit: that human nature is human na- 
ture. Until the Exchange makes itself 
a little more clear on this point and 
takes official action, the practice of 
discretionary trading will continue and 
certain affable so-called customer’s men 
will grow more affluent. Taking a tip 
from commercial concerns, this body 
might have posted in the boardrooms 
of its member firms some such notice 
as this: 

“This is a 100 per cent American in- 
stitution and tipping is prohibited.” 
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Featured by marvelous new Fisher bodies, by a 
host of mechanical improvements and offered 
at amazing low prices, the Most Beautiful 
Chevrolet has been accorded the most enthu- 
siastic reception ever given a new automobile. 


Never in history has any line of new cars ever 
won so many buyers in so short a time. 


This tremendous buying activity is all based 
on sheer value supremacy. No other cars of 
amazing low price ever offered such arresting 
beauty, such thrilling performance, such mod- 
ern design orsuch fine quality construction. Buy- 
ers instantly sense this fact. Extended compari- 
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sons are not necessary. And Chevrolet dealers 
are making their sales quickly and on a highly 
profitable basis. 


The public reception of the Most Beautiful 
Chevrolet is only another example of why 
the Chevrolet franchise is so highly regarded. 
For Chevrolet is building a worldwide organ- 
ization of uniformly strong and _ successful 
dealers not merely by continually assisting 
them in better selling methods — but also by 
always giving them a car that best meets the 
public demand for modern design, appearance 
and performance at low price. 


Touring or Roadster $525, Coach $595, Coupe $625, Sedan $695, Sport Cabriolet $715, 


Landau $745, 4%4-Ton Truck — (Chassis only). 


Ball d, ye 


tires st quip t on all 


1-Ton Truck $495 (Chassis only). 
dels. All prices f. o. b. Flint, Mich. 
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guarantee institutions in America, offers 
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ten guarantee of prompt payment of in- 
terest and return of your money in full. 
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other investors to keep their money 
safe. We can help you, too. You can 
buy guaranteed certificates in any 
amount from $100 up. 

Interest at 54% Guaranteed 
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1902 by the present management. The 
principal activity is the production 
and distribution through jobbers and 
dealers of package cheese, although 
the products also include all varieties 
of bulk and foreign cheese. 

What gave rise to the activity and 
strength in the shares was the remark- 
able growth in earning power dis- 
played over a period of years. The 
net sales of the constituent companies 
increased from 9.5 millions in the 
fiscal year ending March 31, 1919, to 
36.7 millions in the year ending March 
31, 1926. 

During the seven year period net 
income increased from $225,000 to 1.5 
million, the final three years showing 
a gain from $864,000 to 1.5 million, 
nearly as favorable a ratio as wit- 
nessed in sales. The 1926 figure was 
equivalent to $4.28 per share. There 
are at present 338,792 shares out- 
standing having a par value of $25 
out of 350,000 shares authorized. 
This issue represents the sole capital 
obligation, there being no funded debt 
or preferred stock. 

Dividends on the common have re- 
mained unchanged since the consoli- 
dation went into effect. They are at 
the rate of $1.50 per share per annum 
plus 6% annually in additional com- 
mon stock. At the present price of 
the shares the stock dividend may be 
accorded a valuation of approximately 
$3.30, which bring the total theoretical 
yield up to 8.7%. 

The financial condition of the com- 
pany at the close of the last fiscal year 
was satisfactory as far as net working 
capital was concerned. There was, 
however, a preponderance of inven- 
tories as compared to total current as- 
sets, and, in view of the rather large 
amount of floating debt, the company 
might well build up a stronger cash 
position before considering any in- 
crease in the dividend rate. In the 
absence of interim reports, there is no 
indication as to whether earnings are 
increasing as rapidly as _ heretofore. 
The stock was the victim of excessive 
market enthusiasm in 1925, and the 
present price appears to represent a 
reasonable valuation on the basis of 
normal expectancy. as to future 
growth. 
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THE stock of this company was 

a speculative favorite on the 
Chicago Stock Exchange for about 
three years prior to its listing on 
the New York Stock Exchange in 
September of last. year. The shares 
sold as high as 75% in 1925 in Chi- 
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equipment. 
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1902 by the present management. The 
principal activity is the production 
and distribution through jobbers and 
dealers of package cheese, although 
the products also include all varieties 
of bulk and foreign cheese. 

What gave rise to the activity and 
strength in the shares was the remark- 
able growth in earning power dis- 
played over a period of years. The 
net sales of the constituent companies 
increased from 9.5 millions in the 
fiscal year ending March 31, 1919, to 
36.7 millions in the year ending March 
31, 1926. 

During the seven year period net 
income increased from $225,000 to 1.5 
million, the final three years showing 
a gain from $864,000 to 1.5 million, 
nearly as favorable a ratio as wit- 
nessed in sales. The 1926 figure was 
equivalent to $4.28 per share. There 
are at present 338,792 shares out- 
standing having a par value of $25 
out of 350,000 shares authorized. 
This issue represents the sole capital 
obligation, there being no funded debt 
or preferred stock. 

Dividends on the common have re- 
mained unchanged since the consoli- 
dation went into effect. They are at 
the rate of $1.50 per share per annum 
plus 6% annually in additional com- 
mon stock. At the present price of 
the shares the stock dividend may be 
accorded a valuation of approximately 
$3.30, which bring the total theoretical 
yield up to 8.7%. 

The financial condition of the com- 
pany at the close of the last fiscal year 
was satisfactory as far as net working 
capital was concerned. There was, 
however, a preponderance of inven- 
tories as compared to total current as- 
sets, and, in view of the rather large 
amount of floating debt, the company 
might well build up a stronger cash 
position before considering any in- 
crease in the dividend rate. In the 
absence of interim reports, there is no 
indication as to whether earnings are 
increasing as rapidly as _ heretofore. 
The stock was the victim of excessive 
market enthusiasm in 1925, and the 
present price appears to represent a 
reasonable valuation on the basis of 
normal expectancy: as to future 
growth. 
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the New York Stock Exchange in 
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sold as high as 75% in 1925 in Chi- 
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Cheap electricity is essential to the low 
cost of these public services. For a quarter 
of a century the G-E monogram has been 
on the apparatus developed to make elec- 
tricity and turn it into useful light, heat, 
and power. It is on the big motors that 
run trolleys and trains, that pump gas and 
water—on Mazpa lamps and on little 
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cago as compared to a low of 28% in 
1923. 


The company was incorporated in 
1923 as the successor to a company of 
the same name established four years 
earlier. The character of the business 
is unique for this type of enterprise 
in that the distribution of the product 
is handled directly from producer to 
consumer on a cash basis through the 
medium of 10,000 salesmen. Oper- 
ations cover every stage of manufac- 
ture from the raw material to the 
finished product. 


Real Silk Hosiery received its first 
setback in the last fiscal year which 
ended September 30, 1926. Prior to 
that there had been an uninterrupted 
succession of substantial gains in year- 
ly income. Between 1922 and 1925 
gross sales increased from 1.6 million 
to 9.6 millions, about 500%, but it was 
not possible to show a similar ratio in 
the margin of profit, for in the same 
period net income increased from 
$716,000 to 1.8 million, a gain of only 
150%. In the 1926 fiscal year, how- 
ever, sales dropped 1.5 million, which 
was converted into a decline of nearly 
1.1 million in net income, bringing 
the latter figure to within striking 
distance of the net reported four years 
ago. Share earnings were thus re- 
duced from $9.00 in 1925 to $2.72 in 
1926. The reasons given for this re- 
versal in earnings were increased raw 
material and manufacturing costs and 
the expenses in connection with the 
construction of a new factory in In- 
dianapolis to replace one in Fort 
Wayne. 

Dividends on the common were in- 
augurated at the start of 1924 at the 
annual rate of $2.50 per share. They 
were increased during the latter part 
of the same year to a $3 basis, and 
again a year later to $4 annually, 
which rate has continued in force up 
to the present. Maintenance of this 
dividend of course depends upon the 
trend of sales and upon what success 
is achieved in restoring the former 
margin of profit. 


Prior to October, 1925, there was 
but one class of stock, but at that time 
an issue of 7% cumulative preferred 
stock was sold in order to raise ad- 
ditional funds for purposes of expan- 
sion. There are at present 25,000 
shares of preferred, par value, $100, 
and 200,000 shares of common having 
a par value of $10. The last balance 
sheet showed inventories to be about 
60% of current assets. Working cap- 
ital stood at 3.3 millions as against 
2.7 millions the preceding year-end. 
The ratio of current assets to current 
liabilities was about 3 to 1. There was 
no bank indebtedness. 

The business had evidently been 
adjusted to the expectation of a larg 
and increasing volume of sales which 
did not materialize last year. The 
stock at best is speculative, and as 
such cannot be regarded as a bargai 
at present levels until there has been 
some definite indication of a recover) 
in the earnings status. 
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AN UNUSUAL 
PROFIT 
OPPORTUNITY 


Opportunities for making large profits in the stock market, with small 
risk, occur only at rare intervals. 


RIGHT NOW a combination of conditions, not ordinarily met with 
has brought about just such an opportunity, in a fundamental industry. 


What Results May Be Expected? 


In similar situations during the past few years — one in 1922, one in 
1923, one in 1924 and one in 1925 — the opportunity presented, which 
we analyzed and recommended to our clients, resulted in average profits 
of from 50% to over 100% on the capital used. 


Another Generous Profit! 


This present opportunity—together with an outline of the profit antici- 
pated—has been analyzed thoroughly and made clear to our clients, in 
Bulietin No. 370. 

To show you how we aid you specifically in taking advantage of sound 
profit opportunities, and as an illustration of the definite character of all 
advices given, a few copies of this present analysis have been reserved for 


distribution, GRATIS. 
To obtain your copy, simply return the blank below. 


American Institute of Finance 


141 Milk Street, Boston, Mass. 


AMERICAN INSTITUTE OF FINANCE 
141 Milk St. Boston, Mass. 
Return the attached coupon 
and we will gladly mail you, 
without obligation, this late 
analysis of AN UNUSUAL all 
STOCK MARKET OPPOR- 
TUNITY. 


Please send me Bulletin MWF/7. 
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Odd Lots 


Allow the small investor to 
take advantage of market op- 
portunities. 


They enable the larger inves- 
tor to diversify his holdings, 
thereby increasing margin of 
safety. 

Our booklet which explains 
the many advantages offered 
by Odd Lot Trading furnished 
on request. 


Ask for M.W. 277 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir & (0 


Members 


New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


61 Broadway New York 











Short term notes 
which are readily 
marketable are the 
best investment in 
our opinion for 
funds which are 
temporarily idle. 


We have prepared a 
list which will be 
furnished upon request. 


GOODBODY & Co. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Market 


115 Broadway 350 Madison Ave. 
NEW YORK 


BRANCH OFFICE 
1605 Walnut St., Philadelphia, Pa. 


New York Stock Exchange 


Atchison 

Do. Pfd. 

Atlantic Coast Line 
Baltimore & Ohio 

Do. Pfd. 
B’klyn-Man, Transit 

De. PEA. <s. 
Canadian Pacific 
Chesapeake & Ohio 
C. M. & St. Paul .... 

Do. Pfd. 

Chi. & Northwestern 
Chicago, R. I. & Pacific 

Do. 7% Pfd. 

Do, 6% Pfd. 
Delaware & Hudson 
Delaware, Lack. & W. 
Erie 

Do. Ist Pfd. 

Do. 2nd Pfd. 

Great Northern Pfd 
Hudson & Manhattan 
Illinois Central 
Interboro Rap. Transit 
Kansas City Southern 

Do. Pfd. 

Lehigh Valley 
Louisville & Nashville 
Mo., Kansas & Texas 
Do. Pfd. 
Missouri Pacific 
Do. 


N. Y¥., Chi. & St. Louis .. 
N. Y¥., N. H. & Hartford . 
N. Y., Ontario & W. . 
Norfolk & Western 
Northern Pacific 
Pennsylvania 
Pere Marquette 
Pittsburgh & W. Va. ......... 
Reading 
Do. Ist Pfd. 
Do. 2nd Pfd. 
St. Louis-San Fran. 
St. Louis Southwestern 
Seaboard Air Line 
Do, 
Southern Pacific 
Southern Railway 
Do. Pfd. 
Texas & Pacific 
Union Pacific ............+00-- 


Western Maryland 
Do. 2nd Pfd. .. 

Western Pacific 
Do. Pf 

Wheeling 
Do. Pfd. 


Adams Express 
Ajax Rubber 
Allied Chem. & Dye 
Do. Pfd. .. 
Allis-Chalmers Mfg. 
d 


Am. Beet Sugar 

Am. Bosch Magneto 

Bm, Cam ccccccccccccvscccsecs 
Do. Pfd. 

Am, Car & 
Do. Pfd. 

Am, Express 

Am. Hide & Leather 
Do. Pfd. 

Am, Ice 

Am, International . 

Am. Linseed Pfd, ... 

Am. Locomotive . 
Do. Pfd. 

Am. Metal 

Am, Radiator 

Am. Safety Razor 

Am. Ship & Commerce 

Am. Smelt. & Ref 
Do. Pfd. .. 

Am, Steel Foundries 
Do. Pfd 


Foundry 


Pre-War 
Period 


pene Care 

1909-1918 
High Low 
125%, 90% 
106% 
148% 
122% 

96 


*12% 


High 
1114 
102% 
126 
96 


RAILS 
War 
Period 


1914-1918 
i Low ig 


Post-War 
Period 
———} 
1919-1926 
igh Low High Low 
70 171% 
101 


Last Div'd 
Sale $ Per 
2/2/27 Share 
165%, +7 
101 5 
188% +7 
+6 
4 


1927 


2 ++ ° 
‘ MUN RPARWA@H. 
eS 


8 
16% 631% 


INDUSTRIALS 


90 


7% 
40 
33% 
90 
19% 

6% 
98 
36% 

107% 
94% 


15% 


1541, 
8914 


49% 
92 
106 
103% 
10814 
6814 
114% 
98 
119% 
14014 


95 
118% 


42 136 
454% 113 
ee 148% 


6 
821% 
81% 


50 
114% 
871, 
60% 
105% 
119% 
41, 
11014 
48 
4% 
13254 
120% 
44 


63% 
78 113 


Am. Sugar Refining 136% 126% 4 


36 
Do. Pfd. ... 13314 123% 106 671%, 108 
Am. Tel. & Tel. ........00. eee 158% 134% 905% 921% 149%, 
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t108% 
153% 


eeeeeeeees 
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v'd 
Per 
are 


a a ee ee ae 





Pre-War 
Period 
(cme, 
1909-1913 
High Low 
Pg ee . *5380 *200 
D0) eens ae Sob eaewsdvenes “3 ‘ 
Am. Water Works & Elec...... ee ee 
Bis THE, 6050 hs me veweasccs 405% 15 
Di DWGs t00c08 eteciesessese 107% 8674 
Anaconda Copper .......seseee 543%, 27% 
Associated Dry Goods ......... as oe 
vee A oeseee eer oe oe 
ee ge A eer Pr oe 
Atl Gulf & W. Indies Sopetin 13 5 
Os OL eis Raia se al acon 5450 32 10 
Atlantic: ROORINE ......65605 6800 aA 
AUGtin= TUIGHOIS: 660 0500000805 v0 an 
DG: BO svsbepstccccscacces a us 
Baldwin Locomotive .......... 60%, 36% 
MOO, MONG a VieWiels Socsniiesinieree's 107% 100% 
Bethlehem Steel ........ceeeee *5154 *183, 
Do, 7% Pia. we000- bbacieess 80 47 
Brooklyn Edison Electric ..... 134 123 
Brooklyn Union Gas .......... 16442 118 
Burns Brothers ......ccccseese 45 41 
DO, B nccrcccccccecscccccocs é 
Butte & Huperior .ccccccscscces <e 
California Packing -............ aS a 
California Petroleum ......... 72%, 16 
Central Leather ........eeeees 51% =16% 
Do. Pfd. ...cccceee pave sKcine 111 80 
Cerro de Pasco Copper .......- oe A 
Chile GONE ccsccecwr sss ccwes 
Chrysler Corp. ...-.-seeccesees 
Do, Pid. 2.200 $s eeerecveccs a 
Coca Cola ....ee- eocece 


Colorado Fuel & Iron . 
Columbia Gas & Elec. .... 
Congoleum-Nairn 
Consolidated Cigar 
Consolidated Gas 
Continental Can .....eee4- coos 
Corn Products Refining 
Do. Pfd. 
Crucible Steel .......0.eeeeees 
Cuba Cane Sugar ....+.ees sees 
Do. Pfd. ‘i 
Cuban-American Sugar ........ *58 
Cuyamel Fruit .......ceseeeees 
Davison Chemical aa 
Dupont de Nemours . 
Eastman Kodak .... : 
Electric Storage Battery. Dida dae 
Endicott-Johnson 
Do, Pfd. 
Famous Players- Lasky 
Do, Pfd, 
Fisk Rubber 
Do. Ist Pfd. 
Fleischmann Co, 
Foundation Co. 
Freeport-Texas 
General Asphalt . 
General Cigar 
General Electric 
General Motors .......-+-eeeeee 
D0, F9 Bide sicnsesscccesses 
Goodrich (B. F.) Co. 
0, BGs cescccseccscesecece 
Goodyear T. & R. Pfd, 
Do, Prior Pfd. 
Granby Consolidated 
Great Northern Ore Ctfs. ..... 
Gulf States Steel ............ ° 
Hayes Wheel . 
Houston Oil ... 
Hudson Motor Gar ri hewwes oe 
Hupp Motor Car .........+ee0s 
Inland Steel ...... hntiuw hese 
Inspiration Copper .......+..+. 
Inter. Business Mach, 
Inter, Combustion Eng. 
Inter, Harvester 
Inter. Merctl. Mer’ne ......... 











ere ee 


eee eeeee 






inter, Pap 
— Springscid PSA 
IE gcse isis'c eis-0 8 S00 
cemeeente Copper . aie a 
Kinney (G. R.) Co. 
Lima Locomotive 
Loew’s, Ine, 
Loft, Ine. 
Lorillard (P.) Co. 
MACK ZEMONE. 400650655 5.5.510:4 019 
Magma Copper ..cccccsceccess 
Mallinson & Co. 
Maracaibo Oil Explor.......... 
Marland Oil 
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#2151, 


£2Y% 


4 *114% 


1% 
61 

6% 
33 


Sales 
*42 


129% 

#25 
15% 
13% 


26 
25% 


13% 


*150 


War 


Period 
1914-1918 
High Low 
*256 #123 
60% 12 
102 72% 
105% 2414 
28 = -:10 
75 50% 
49% 35 
147% 4% 
74% 9% 
154% 265% 
114 90 
155% 59% 
186 «68 
131 87 
138% 78 
161% 50 
105% 12% 
50-30 
425% 8 
128° 25% 
117% 94% 
55) 8B 
3944 11% 
66% 20% 
54% 14% 
#15044 *112%4 
#127 #8714 
50% 7 
113% 58% 
109% 1214 
16% 24% 
100% 7714 
#273 «#38 
*605  *605 
*78 = *42%4 
70%, 25% 
39% 1414 


187% 118 


#850 *741% 
801% 195% 
116% 79% 
120-58 
50% 22% 
137 58% 
86 —-:10 
li "2% 
74% 14% 
5254 24 
121 104 
505% 5% 
125% 8 
B71, 244% 
15, 9% 
85-36% 
10172 





Post-War 





Period 
c_-— 
1919-1926 
High Low 
#3144, 32% 
*210 81% 
#144 *4 
169% 19 
111% #66 
7% =28% 
*14012 46% 
102%2 49% 
110 38 
192% 9% 
1644 6% 
*1575 161% 
40% 1% 
95 50% 
167% 62% 
119% 92 
112 87 
108 18 
163 82 
*128 41 
147 76 
53 17 
37% 6% 
*179% 48, 
*71%, 15% 
116% 9% 
114 284% 
734% 23 
38% 7 
*253 + =*108%4 
111% 100% 
177%, «18 
56 20 
*114% 30% 
*184% 121% 
87% 11% 
*145% 56% 
*1381%, 34% 
16042 21% 
130% 96 
*2781, 48 
59% 5% 
87 13% 
*605 10% 
744% 32 
81%, 20% 
*360 105 
*690 70 
*153 37 
150 44 
120 84 
127% 40 
124%, 66 
55 5% 
116% 38% 
*1714 5 
1833, 58% 
64% 7% 
160 23 
*1154, 46 
*38614, 169% 
22535, + *8% 
122%, 95% 
938% 17 
109% 62% 
1145 35 
109% 88 
80 12 
52%, 18 
1045, 25 
52% 17% 
116% 40% 
139% 19% 
31 4% 
50 31% 
68% 20% 
*17644 28% 
694%2 19% 
158% 66% 
6734 4% 
128% 18% 
481%, 24% 
913%, 27% 
164 9 
110 33 
644%, 14% 
3 854% 
74% 652 
48% 10 
28 5% 
#245 27% 
242 251% 
46 26% 
45 


Price Range of Active Stocks 
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1927 Last Div'd 
x Sale $ Per 
High Low 2/2/27 Share 
122% 120 122% 8 
122%, 119% 122 8 
674%, 624% 655% 1.60 
33% 24% 26% .. 
864%, 76 8014 7 
4942 46% 47 3 
425% 40% 410% 24% 
102 101% +102 6 
as -. 1106 
42 35% 38% 
88%, «36 +36 
115 107 112% 
10% 8 8 
61 53 T5414 7 
155 143% 152 7 
118 116 117% x i 
47% 438% 45% .. 
108% 104%, 107% 7 
154% 149%, 151% 8 
93%, 89% 90% 4 
125%, 111 115% 10 
284%, 221%, f23% 2 
11% 10% 110% 2 
70 66 6644 4 
32% 305% 31% 2 
10% 8% 9% 
584% 54 57% .. 
625% 60% 62% 4 
36% 34% 35% 21% 
434% 38% 41% 3 
105 103 104 8 
173 16742 169% 7 
54% 425, 58% .. 
91% 83% 85% 5 
21 174 18 ace 
84% 17% 838 cf 
109% 99% 101 5 
73% 69% 72% 5 
49% 46% 48% 2 
129% 128 +128% 7 
81 77 79 6 
10% 9% 10% .. 
50% 473% 48% .. 
284%, 26 2614 1 
34 32% +33 re 
31% 27% 28% .. 
177% +168 176 7 
134% 126% 129 +5 
19% 72% 74 5 
674%, 64% 66 5 
117% 116% +117% 7 
1145 108 111% 8 
124% 121% 121% 8 
174 16 16% =. 
tt 81 86 7 
464%, 465 2 
81% 76% 79 ” 8 
3 34 41% 2 
87% 871% 838% .. 
55% 52 55 4 
85% 81 844%, +3 
155% 145% 155% q 
22 20 21 7 
50% 42% 50% 4 
97 95 T9714 7 
100% 981% 99 7 
107% 105 107 8 
35 314% 31% .. 
23 19%, 22% 1% 
57%, «+53 56 5 
164 16% .. 
79% 60% 78 oe 
59% 4814 57%, 3% 
at iy Be 4 
a 411 21 
25% 24 { soa” 2 a 
571%, 58% 56 3 
99% 43% 4634 2 
143% 185% 148% 6 
8% 6% 7% ~~. 
414, 387 414% .. 
48% 38% 414% 2 
60% 58% 56% 2 
114% 9% 10% .. 
43 35 35 ie 
624% 61 613% 5 
45 28 0 iva 
65 62 6314 a 
524%, 46% 50% 2 
1% 6% < Pe 
82% 29% 30 2 
971% 881%, 95% 6 
35% 33% 3454 3 
16 14% 415 a 
223%, 18 20% 














Kipper, Peasopy & Co. 


Founded 1865 











NEW YORK BOSTON 
17 Wall St. 115 Devonshire St. 
Branch Offices 
EW YORK BOSTON 
45 E. 42nd St. 216 Berkeley St. 
NEWARK PROVIDENCE 
5 Clinton St. 10 Weybosset St. 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular 
op request 


Correspondentsof 


BARING BROTHERS & CO., LTD. 


LONDON 



























Our recent 
booklet 





How Securities 
are bought and 
sold on the N.Y. 
Stock Exchange. 
will be of spe- 


cial interest 
to you. 


SEND FOR COPY 

















Fenner & Beane 


Members New York Stock Exchange 


and other principal exchanges 


60 Beaver St. — New York 
Fenner & Beane Bldg.— New Orleans 


Private wires to New Orleans, Chicago 
and principal points throughout South 















tn the New York Stock Exchange 


Market Letter Price Range of Active Stocks 


this Week 
INDUSTRIALS—Continued 


Observations on 
Pre-War War Post-War 
Period Period Period 


A. M. Byers Company HAP St Last Div’ 
1909-1913 1914-191 1919-1926 : Sale $ Pe 


Crucible Steel Co. of America High Low High Low High Low Hi 2/2/27 Sha: 
— Mey Department Stores *65 = *97% *17434 *60 % 691 
SENT ON REQUEST Mexican Seaboard Oil " as ‘Pigapah 3414 5% 7 1, 
ASK FOR 25-4 eset gy 12% 49% ot P 154% 
ontgomery War = a - oe hy 62%, 
National Biscuit *96144 *139 *270 35% Y 963%, 
LISTED BONDS AND STOCKS National Dairy Prod. i be A 81% 7 
bought and sold for cash, or National Enam. & Stamp L 9 541% 3, yp Qh 
5 : * National Lead 1 424, 74% 
carried on conservative margin. N. Y. Air Brake 45 136 
N. Y¥. Dock 
North American 
Do. Pfd 


Packard Motor Car és ue “n 
10% 


McClave & Co. PanAm, Pet. & Tras... 0% 
$7 48% 


> 


a 
OO- WO. wa pe. 


8 27 
*60 *81 


pad 








. Philadelphia Co. 
; _MEMBERS- Phila. & Reading C. & I. 
New York Stock Exchange Phillips Petroleum °° ee oe 
New York Cotton Exchange Pierce-Arrow ae * 65 
Do. Pfd. ye 109 
Pittsburgh Coal *10 5834 
67 Exchange Place Postum Cereal os ‘se 
New York Pressed Steel Car 56 181% 88 
Do. Pfd. 112 884%, 109% 
Telephone, Hanover 3542 Pub. Serv. N. J. as -° +: 
Pullman Company .... Sie 200 149 177 
Punta Alegre Sugar oe ste 51 
UPTOWN OFFICE sc » age Re 
Se ee i adio Corp. of Am rs oe ro 
Hotel Ansonia, 73rd St. and B’way Ray Consol. Copper 27% 7% 37 


Telephone, Endicott 1615 Replogle Steel * a ss 
Republic Iron & Steel 49, 153% 96 

1114 64% 112% 
7 ie 86 


> O24: OH Ow: cw: paar 


-_ 











Savage Arms 

Schulte Retail Stores 
Sears, Roebuck & Co 
Gold Se al Shell Trans, & Trading 

Shell Union Oil 
‘s Simmons Company 
El Simms Petroleum 

ectrica Sinclair Consol. Oil 
Skelly Oil 
Sloss-Sh. Steel & Iron 
om pany Standard Oil of Calif. 
Standard Oil of N. J. .. 
Do. Pfd. ‘s 
Stewart-Warner Speed. ........ oa 
We recommend for Stromberg Carburetor oe 
Studebaker Company 49% 
Investment Do. 98% 64%, 119% 11914 
ea R Tennessee Cop. & Chem. ...... - 105% 
the securities of this Texas Co. 

Texas Gulf Sulphur 
prosperous manufactur- Tex. & Pac. _ & Oil 
: Tide Water Oi o. as 
ing C om p an bf whose Timken Roller Bearing has - ne 

110% 


rad r is Tobacco Products 
trademarked product is gg ang 5 100 ‘ 110% 
4% 


nationally advertised and Transcontinental Oil ee ae 
j j Union Oil of Calif. 7% ae Me 1 
distributed, and whose Soles dieer Bisiee e : 58% 
earnings have shown re- United Drug Fhe Se 171% 
markable ¢ th duri Do. 1st Pfd. ... oi ~ aes 9 60 
e grow uring United Fruit ae 119% 
1 S : U. S. Cast I. Pipe & F 1 
the past year Do. Pid. ee 15” 
H " U. S. Indus. Alcoho 823 
This Company makes a U_ 8. Realty & Imp 87 94 
repeat order” product, U. 8. Rubber 6214 
essential to one of our Do. 1st Pfd. ‘ 10” 
most thriving young in- = -y er gi Ref, & Min. .... 4% 20 36% 
dustries. Its securities ‘Do. Pfd. 131 3 104 130% % 
are an attractive purchase Utah 3 116 113% 113% +113% 
at present prices. Vanadium Corp. e : ss J 39% 387 39 
+o hea paaises 4 15014 14414 +148 
ten? estinghouse Air Brake 43 146 
Send for Descriptive Westinghouse E. & M. T0% a 
Circular M White Eagle Oil om = a 7: oa 
White Motors “ ee 60 533, 
Willys-Overland 191, 
91 


119% 








#1244, 


> 


AAKTHIHWOED: 


49 


aa 21 
144 744% 243 55% 
144% 


I-IPe. POM 
aS 


Smowtssn : 
a 


-_ 


Do. Pfd 
Wilson & Co. 
Wm. Paul Buchler & Co. |] w.8.°%. sas 
(INCORPORATED) Worthington Pump 
Investment Securities . . + + : 
50 Broad Street 660 Madison Ave. is e sd 7 = 85% 4 


Hanover 7026 Regent 1993 * s * * * 
Old stock, + Bid price given where no sales made. t Not includ tra: 
cluding ex Ss. § Payable in stock. 
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Viore Income 








We have prepared a list 
of high grade preferred 
| stocks that might be ad- 
| vantageously substituted 





for your present low 


yield investments. 


List on Request 


WabE Bros. & Co. 


MEMBERS: 

New York Stock Exchange 

New York Cotton Exchange 
New York Coffee and Sugar Exchange 

New York Produce exchange 
Chicago Board of Trade 
Associate Members N.Y.Curb Market 
Rubber Exchange of N.Y., Inc. 


60 Beaver St., New York, N.Y. 


Telephone Bowling Green 1242 



































The Georgian, 
Incorporated 












8% Class A 
Preference Stock 











Circular on request 












Inquiries Solicited 
















Richardson, 
Hill & Co. 


Established 1870 
Vembers New York Stock Exchange 


New York 


















120 Broadway 











Telephone Rector 5660 


PORTLAND 
LEWISTON 








BOSTOM BANGOR 
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Securities and Commodities 


Analyzed, Rated and Men- 


tioned in this Issue. 


Mining 


RE PIREINOR 5 dia <:5.6 2:16 62s ow Sue Viareie te tue Oe 
Vary TCO MON AUN <5 4:5: 0s 50% aise re ecerarererdic 
I NING oo oi5ka 600d e heed ween eeus 
ROWE UNG oo ucla eeceiccct ly os Cenc eneees 
Meintyre Forctipine...... 65 ose tee eee’ 
TRIN RITE oie So seg asia iato. sae oad e eieet ec 
Railroads 
Camadiaty PacihG< <<.csicwsie tsrnacasecvie wees 
Chicago, Rock Island & Pacific............ 
Wictel Plate “RIOrse? 6. .obciscccies ea diiceds 
Werden Te Wea ois occ chs dence asice es 
Wheeling & Lake Erie... cs .cccsssicccss 
Railroad Common Stocks, Position of...... 
Petroleum 
DOT EOE oo. 5:510.5:8 ses sa hate aeerssiremsies 
Bonds 
pad Bavers: Guides. si vives cence ccna 
Consolidated Textile 1st Conv. 8s 1941..... 
Driver-Flatria tnt B86 1930 o.004 ck cccecccas 
Holly Sugar Ist S: BF. 7s 1987 «...0c0cccecs 
Industrial Bonds Unlisted.............0. 


Rosemary Mfg. Sec. 7%s 1937..........+ 






Public 


Abitthi Power & Paper. .cccccccccvccccns 
Consolidated ‘Gas of No Yo ics cca sceces 
DORE COE TOS GN o.oo 5.6 60 6.510405 59 aise. se cane sisters 





Utilities 


Public Utility Common 
Puget Sound Power & 


Industrials 


Anagcinted: Dry Goods... <6600s0sc5e sees 
PPAONE CO 6 65 6 :asece: si: oseisie 6 o'oisine tierce s'et'e 
rete AS arate ccciie es waists iw aie eian sees 
Britis Fempire: StOel sc. ic civ cc cp esceces 
Christie-Brown 
eG RT IIA RR 20 S55 oceises sass care erwewieers's 
ae (oo ie bG as wlelsie gr orsisiecyvoreraraceve:® 
Endicott-Johnson 
TIE VORA SHOVER ss 60 ais oesresawee ease 
Ord roter, OF, CAnaUas 62 256 )6 0555s ses 
MRE ANON) CURE io 04: s:0:a0crs-acelelars syoatewrcrce wes 
RUIN NICER once o-< 5 see wie onisye.ciplols'sisherele ous: 
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An Income 
Of Your Own 
By 1939 


By beginning in 1927 to 
invest monthly $10 or 
more in 54% Guaranteed 
PRUDENCE-BONDS and re- 
investing the interest semi- 
annually for 12% years, you 
will have a monthly in- 
come equal toyour month- 
ly investment by 1939! 
There’s nothing finer to 
plan or look forward to 
in 1937! 


Let us tell you more about it! 


Mail coupon for booklet 
Offices open Mondays until 9 P. M. 


The PRUDENCE 
COMPANY, Inc. 


Under Supervistonof N. Y.StateBanhing Dept. 


NEW YORK BROOKLYN 
331 MadisonAve. 162RemsenSt. 








o_o Vail for Book 
M.W. 1019 
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61927 P. Co., Inc. 
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& Trust Co. Stocks 


J. K. Rice, Jr. & Co. 
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New York 
Telephone Cable 
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WILL RAILROAD SHARES 
DOMINATE THE 1927 MARKET? 


(Continued from page 695) 








ling at the present time on a basis 
which would have meant little better 
than panic prices in the earlier period. 

Disregarding the added factor of 
safety involved in railroad dividends, 
the yield obtainable from these stocks 
may, in their capacity of semi or par- 
tial investments, be fairly related to 
the price of capital. Between 1907 and 
1913 inclusive, the price of capital as 
measured in the average cost of rail- 
road borrowings fluctuated between 
about 4.00% and 4.50% to which may 
be compared a present and declining 
cost of about 4.80%. Im the earlier 
period 1908 to 1913 inclusive, average 
dividend yield from high grade rail 
commons fluctuated between about 
4% and 5% being marked by extremes 
of 6.35% at the bottom of the 1907 
panic and 3.75% at the top of the 
1909 bull movement. Selling current- 
ly on a 5.60% basis equivalent issues 
are nearer the panic than the boom 
level of earlier days. 


Coincident with the im- 
provement in earning 
power of the carriers 
there has taken place 
a very large increase in 
the book value of their shares. Quite 
obviously, the industry has not at- 
tained to its present status of operat- 
ing at peak efficiency and rendering the 
maximum service of its long and use- 
ful past without making important 
additions to its facilities. Actually 
the program which has been conducted 
along these lines has exceeded by far 
that of any similar period on record. 
Initiated and in large part carried 
through during a distress period when 
the high cost of capital was virtually 
prohibitive to a business in any way 
limited as to its maximum return, the 
industry has followed the only avail- 
able course—that of making current 
receipts suffice insofar as possible to 
meet new capital requirements. The 
inescapable concomitant of this policy 
has been the distribution of minimum 
dividends consistent with the retention 
of credit and from the strict observance 
of which there is only to have been 
noted some slight letup in the last 
year. 

Adding in the last six years 4.5 
billion dollars to their investment in 
the machinery of transportation, or 
about 25% of the book value of the 
entire investment of prior years, the 
railroads have met approximately two- 
thirds of the expenditure out of cur- 
rent receipts, and have relied on the 
securance of new capital only for a 
little more than a third of this colossal 
sum. Quite obviously, there must 
have taken place a tremendous accre- 
tion in the book value of carrier 


Increase 
in Book 
Value 


shares. Stated in the more under- 
standable mathematics of twelve 
standard companies, which have re- 
tained this status since 1912, the aver- 
age value of the common stock equity 
has increased from about $128 to $178 
or $50 a share. This is exclusive of 
“reserves for depreciation” that are 
assuming rather ridiculous  propor- 
tions and growing, in the case of the 
entire industry at the rate of $150, 
000,000 annually. 

Naturally the time must come when 
the stockholder who has been for a 
few years in a position analogous to 
that of a forced lender, will participate 
more liberally in earnings either 
through direct disbursement or caji- 
talization in some form of the equities 
that have been stored up. This is tie 
outstanding interest of managemert, 
now rapidly converging toward that 
of the stockholder, in higher share 
prices. With the demands that are 
being placed upon it, the industry, if 
it is to keep pace will be required to 
invest in additions which will excecd 
rather than fall below a billion dollars 
per annum. As the — stockholder 
patently cannot be expected to foot 
the bill under restored prosperity to 
the extent that was required in the 
retrenchment period, there will be re- 
quired say, half a billion of new capi- 
tal annually. It goes without saying 
that these funds will represent the 
soundest financing only if secured in 
exchange for new shares rather than 
bonds, an engagement which carries 
the necessity of an attractive dividend 
and quotations well in excess of par. 

An important volume of share fi- 
nancing, necessarily entailing rights 
to stockholders, by the leading carriers 
and increased disbursements looking 
toward this objective by the less fortu- 
nately situated companies, are there- 
fore, the logical expectation for the 
next twelve months. 

A sign of the times is perhaps de- 
noted in the circumstance that, should 
the St. Paul reorganization be effected 
this year, there will be the smallest 
amount of railroad mileage in the 
hands of receivers of any time since 
1911, the year of record dividend dis- 
bursements. 

Both market position and conditions 
within the industry justify the pre- 
diction of materially higher rail prices 
in 1927 barring the advent of any 
new circumstances which might be ex- 
pected, in colloquial parlance, to upsct 
the apple cart. 

Looking squarely into the coming 
months the year 1927 does not appear 
to contain much risk of abnormally 
unfavorable occurrences. On the 
whole, a single event which it appears 
only reasonable to assume will be of 
a highly constructive nature, the valu- 
ation decision, would of itself seem 
sufficiently important to more than 
offset both as respects the carriers and 
perhaps industry in general, any less 
favorable possibilities. Among the 
latter and of sufficient importance in 
their potential effect upon reil share 
prices to merit consideration, may be 
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GUARANTEED FIRST 
MORTGAGE SECURITY 


First Nationa Bonps are secured 
by conservative real estate first 
mortgages, deposited with The 
Baltimore Trust Company, Balti- 
more, Md. as Trustee, and guar- 
anteed as to principal and interest by 





THE METROPOLITAN 
CASUALTY INSURANCE CO. 
OF NEW YORK 
Capital and Surplus $4,480,707.34 
Resources $10,839,099.94 


The First Nationat Company as- 
sumes full legal responsibility for 
payment of principal and interest 
on each First Mortgage Bond. 





Legal for National Banks 


TO INVESTMENT DEALERS 


First Nationat Bonps now are be- 
ing offered by a number of Banks and 
Investment Bankers throughout the 
country. Inquiries are invited from 
similar concerns with established 
distributing facilities. 














inst Nationat Bonps give you the guaran- 
teed first mortgage security and the 6% yield 
that you naturally expect of any good real estate 


bond. 


Beyond these essentials, however, First Na- 
TIONAL Bonps represent an important step for- 
ward—a step that suits the term and amount 
of each bond to the wants of each investor, and 
that adds several other convenient and protec- 
tive features that are of obvious value to all 
classes of investors. 


1. You may buy First Nationa Bonps in any 
maturity from 6 months to 20 years, and you 
yourself fix the exact date on which your prin- 
cipal is to be repaid. 


2. You may buy a single First Nationa Bonp 
in any $100 multiple you desire—such as $100, 
$200, $700, $3,600 or $24,300. 


3. Inasmuch as each First Nationat Bonp is 
issued to your exact order, you are not required 
to pay accrued interest charges. 


4. Your interest is paid by check every 3 months 
(instead of by coupon every 6 months) and you 
receive each check by mail promptly when due. 


5. Your bond is fully registered, so that your 
principal and interest are fully protected if your 
bond should be lost, stolen or destroyed. 


For further particulars about First Nationa 
Bonps fill out and mail the coupon below. 

















Name 


THE FIRST NATIONAL Co. 


T. Garland Tinsley, President 


CITIZENS NATIONAL BANK BUILDING - 


Please send me further particulars about the new features of 6% First National Bonds. 


BALTIMORE, MARYLAND 
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Selecting Safety In a 
Real Estate Bond 


GOOD real estate bond gives the investor 
not only safety, but a higher interest yield 
than can be obtained from other securities of 
equal soundness. But intelligent care must be 
used in choosing the bond. 


The first and most important step is the 
selection of your investment banker. 
Buy only from a House of integrity, 
high responsibility, and long experi- 
ence in this one particular field of 
finance — first mortgage real ‘estate 
bonds; since expericnce gained in the 
other lines of financing is of little use 
in the real estate bond field. 


When you come to S. W. STRAUS & CO. you 
know that you come to the leading House in 
its line, and when you buy Straus Bonds, you 
know that you are purchasing the premier real 
estate security. Write for our current offerings 
of sound first mortgage bonds, yielding around 


6%. Ask for 
Booklet D-455 


S.W.STRAUS & CO. 


ESTABLISHED 1882 = INVESTMENT BONDS ™ INCORPORATED 


Srraus BuILpING StRAus BuILDING 
565 Fifth Avenue at 46th Szreet Michigan Ave. at Jackson Blvd. 
New York Cuicaco 
Straus BultpInc 
79 Post Street, SAN FRANCISCO 





The Straus Hallmark on a bond stamps it at once as 
the premier rea! cstate security. 





























Bonner, Brooks & Co. 


Investment Bonds 


Our Statistical Department will be glad to analyze 
your present holdings or contemplated purchases. 


New York 


London Boston 














(Continued from page 744) 


numbered a business decline of large 
enough proportions to seriously impair 
railroad earnings; a premature bear 
market that would assimilate to itself 
the railroad shares; or, a rapid and 
unforeseen advance in the major 
elements bearing on the cost of oper- 
ation, namely, wages, materials and 
fuel. 

The question of an important busi- 
ness decline is, of course, largely 
matter of personal opinion. If suc 
takes place it will have occurred co 
trary to the stated convictions of 
large majority among the leaders 
finance and industry. This is not 
say that some slight falling off fr 
the high level of prosperity attained 
1926 is impossible or indeed impro} 
able. In past business _ recessiors, 
however, the decline in volume of rai 
transportation has been rather les 
than that of trade in general, while ; 
number of the minor recessions of th 
last thirty years have recorded virtu 
ally no loss of traffic. Should 1927 
turn out a year of minor recession tlie 
reduction in gross revenues of the car- 
riers certainly ought not exceed the 
average of the last nine business re- 
versals, a matter of five or six per cent. 

There has never been a time when 
the carriers have been in a better 
position to adapt their expenses to 
reduced business. Commodity prices 
since 1920 have been in a falling 
cycle for the first time since 1893, a 
movement which would undoubtedly be 
accelerated in any general industrial 
stagnation, not to mention that rail- 
road maintenance which in _ recent 
years has included charges more fairly 
described as capital expenditure than 
current expenses could see a consider- 
able reduction without violating sound 
practice. The year 1927 opens with 
the commodity price level about 8% 
below that prevailing at the beginning 
of 1926. 

It has been suggested that a policy 
of inflation on the part of the central 
banking system would result in a rapid 
advance of commodity prices and con- 
currently wages. It would seem, nev- 
ertheless that inflation coming at a 
time of depression would be insufficient 
to change the price trend inasmuch 
as the latter has been downward 
virtually throughout this greatest of 
prosperity cycles. To effect a turn in 
the major trend would seem to requir¢ 
that inflation be superimposed upon a 
continuance of prosperity, for which 
there would be neither rhyme nor 
reason. 

It is customary to look at the rail- 
road labor problem as_ containin: 
eternally the elements of disintegra 
tion, although with the exception oi 
perhaps a single craft this group ha 
pursued as stable a course in the las' 
five years as has the labor of any other 
large industry. Any study of the 
machinery recently set up for the arbi 
tration of employee-management dif- 
ficulties and its late operation mus 
result in the conclusion that wage 
are not destined to be pyramided ou 
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investments: You cannot guess, you cannot “speculate” 

successfully. You can, however, take advantage of major 
swings by wisely placing your money at such time and in such 
places as to yield a return far above ordinary interest. 


Sooner or later the business man who depends upon a “‘hunch”’ 
is almost sure to lose more than all his gains. 


The business man who depends upon the “hunches,” “‘proph- 
ecies’ and “‘near-analyses’” made for him by others, is still 
more liable to face heavy losses; the business man’s ‘‘hunch”’ is 
at least tempered by the caution that grows out of his knowledge 
of the limits of human understanding. The so-called expert 
“tipster,” however, is liable to mislead him because this expert 
believes he knows. 


A Statistical Service 


The Babson service is a 


H ERE is the fundamental of fundamentals in connection with 


inaugurated from the first day (the plan of gathering facts and 
statistics in the calculation of long-swing movements as against 
guessing the market and “tipping” off special opportunities). 
Babson’s Statistical Organization naturally has the longest ex- 
perience that can be had anywhere in the world. 


Largest Business Service 


And having become, in the course of the years, the largest 
organization of its kind in the world (in fact, by far the largest), 
the Babson Statistical Organization has gathered in its library 
of charts and of reports, a mass of information and an array of 
figures on investments that could not be had if hundreds of 
concerns were to gather and collate all their material. 


Growth—Experiences—Resources 


As the years went by, the 





STATISTICAL service. It 
investigates the facts and 
gathers the statistics; and 
then builds up a schedule of 
movements predictable on 
the basis of known facts. To 
prophesy just WHEN coming 
events will happen—that is 
not the function of a statis- 
tical service. Babson’s Statis- 
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founder of the Babson Statis- 
tical Organization, himself an 
expert on finances, was sur- 
rounded by men who were 
specialized experts in various 
branches of finance and eco- 
nomics. There are today in 
the Babson Statistical!Organ- 
ization men of outstanding 
strength to cover every fun- 
damental field. 


Stock 


me 





tical Organization has stead- 
fastly adhered to a plan of 
showing only the major 
swings; which can be calcu- 




















* * * 
The Babson Financial 
service is coordinate with the 


























lated. The exact dates of an 


upward movement, the hour 
or the week or even the 
month of a collapse cannot 
be foretold. The greatest of 
all dangers to the investor lies 


Investors and business men knowing the importance of fundamental long- 
swing plans, use the Babsonchart illustrated above. he shaded areas 
show the trend of business. An area of over-expansion above the middle or 
X-Y Line tends to be offset by an area of depression below the middle line— 
illustrating the Law of Actionand Reaction. The other lines, as indicated, show 
the relationship of stock and bond prices to fundamental business conditions. 


equally important Babson 
Business service. This latter 
deals with price trends of 
commodities, purchasing 
power of money, manage- 


in this tendency to wait with 

buying until the very bottom has been reached and to wait 
with selling until the market reaches its very top. The Babson 
Statistical Organization bases its conclusions on statistics and 
not prophecies. 


Oldest Investment Service 


This is the original statistical service founded by Roger W. 
Babson and originally conducted by him personally on a plan 
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ment problems, geographical 
situations—the Business service informs the sales manager, the 
purchasing agent, the director of laborand other executives. 


It would require an enormous force of investigators for any 
business institution to secure the facts, hence most of the largest 
firms in the United States avail themselves of the service of the 
Babson Statistical Organization. They utilize this service pri- 
marily for the purpose of getting statistics for their industry on 
the basis of which these houses form their own judgment. 
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Largest Statistical Community in America 
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y a of sight, not at least in the year of 

SPARTANBURG. S. C. grace 1927. 

se : A bear market is a possibility out- 
ae : side the province of this discussion be- 
yond saying that there appears no 
precise reason to anticipate one. [n 
any event the occurrence would be of 
no effect upon the investment market 
to which the rails seem equally related, 
other than to accentuate the ultimate 
demand for sound securities. If, how- 
ever, reliance is to be placed upon 
manipulation as an important market 
factor the present year would appear 
the time to protect against an eventu- 
ally unfavorable market cycle by ad- 
vancing rail shares quotations to levels 
which would justify the taking of 
profits for a time at least. 

Inasmuch as their future earnings 
can be more accurately estimated and 
do not entail the same risks inherent 
in industrial profits, the rail shares 
constitute an ideal backlog to security 
prices which have, to say the least, at- 
tained a higk level. Along this line 
of thought, the assumption that the 
former group have been reserved to 
bolster up the latter, might be taken 
in explanation of their failure to ad- 
vance proportionately. In any event, 
the small floating supply of rail shares 
is a factor always calculated to abet 
manipulation and certainly increases 
the possibility of rapidly advancing 
prices. Not merely a moderate but a 
large accretion to present values 
would appear a condition precedent 
to and at the same time the only valid 
reason for later distribution, as it is 
decidedly improbable that the standard 
carrier shares will sell materially be- 
low present levels even in a major 
market decline. 

In addition to increasing cash divi- 
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N THE heart of the South’s tex- 
tile industry, Spartanburg, 

South Carolina, is a city of sppor- 
tunity that calls loucly to textile 
manufacturing and other indus 
tries. In the City and County of 
Spartanburg are found all the fac- . 
tors that make for industrial success—Power, Water, 
Transportation Facilities, Labor, and a winning spirit 
of progressiveness . . . You can aid your plans by 
writing today for the Industrial Survey of Spartanburg, 
a complete story of its well-balanced economic advan- 
tages. Due to our desire to avoid a promiscuous dis- 
tribution, please make your request for the Survey on 
your business stationery. 


INDUSTRIAL CommISSION 
1130 MONTGOMERY BUILDING . SPARTANBURG, S. C. 


SPARTANBURG J rier wre 


. > “ce e 33 
CED The Hub City of the Southeast nancing with new shares, there is 
ate : 3 evident a disposition on the part of 
(“3 S O U T H C A R O L I N A managements to recognize the stock- 
AR) holders’ equity in the tremendous and 
a POWER: In the center of LABOR: White, all-American, unrivaled 
z the country’s great hydro- for intelligence. With the will to work, 


potentially embarrassing surpluses 
= : which many corporations have built up. 
electric area, with four large power companies and able to produce the higher grade of 
bringing ample power at low rates. goods. 


This disposition should find release in 

WATER: Four large rivers and many small, TRANSPORTATION: Two trunk lines to action once it were certain that cor- 
iP ge sod —— an abundant year — rages Pane shay“ es aie main porate surpluses were not destined to 
a acturing purposes, suitable deg cnccctgga ailroad from New York to be later undermined by the goverp- 
f anetnenesesweneneuamade meni valuations, a question to which 
the solution should develop this year. 

The conclusive factor governing rail 
prices not only in 1927 but in the years 
thereafter, is presumably now on the 
knees of the gods in the form of the 
Salt Lake and San Pedro Railroad Vai- 
WHITEHOUSE & CO uation Case, which was argued Jan- 
° uary 8rd before the United States 

Established 1828 Supreme Court from which a decision 
may be expected within the next few 

; months. This involves the method to 
Stocks and Bonds—Accounts Carried be employed in valuing the transporta- 
tion system of the country for rate 
ane BROADWAY, NEW YORK making purposes and is of transcen- 
dental importance upon the futuie 
earning capacity and hence market- 
Members New York Stock Exchange worth “of the ‘oiiatey, Although the 
Government’s case sought an avoidance 
of the issue which has been shaping 
BROOKLYN BALTIMORE since the founding of the industry, 


186 Remsen Street . Keyser Building there is no reason for assuming that 
the court will follow this course. 
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cAnnouncing the Improved 
MAHLSTEDT-STEEN METHOD 


a @) N March Ist, 1927, MAHLSTEDT-STEEN SECURITIES 
ae CORPORATION will offer to the investing public, for the 
4 first time in history, a 6% Gold Bond secured by a first 
mortgage on improved real estate to the amount of 100 per cent of 
the estimated cost of land, building, expenses of construction and 
financing, together with participation, without additional cost, in 
the ownership thereof. This improved method provides the in- 
vestor with a first lien security, and at the same time, without addi- 
tional cost, a share in the profits arising in connection with the 
scientific creation, development and operation of real property. 


The investor will receive a first mortgage bond bearing interest at 
the rate of six per centum per annum for the amount paid, and, at 
the same time, will receive a proportionate share of the stock in the 
owning company. 


' The entire earnings, after the deduction of operating charges, will 
be applied: 


Ist—To the semi-annual payment of the interest on the first mort- 
gage bonds. 

2d—To the annual retirement of the principal of said first mortgage 
bonds. 

3d—To the distribution of profits among the stockholders, upon 
full retirement of the bonds, who will continue as owners in a 
building having an established earning power. 





The mortgage will be issued to a national bank which will act as 
trustee for all bondholders. 


Mahlstedt-Steen Securities Corp. 


52 Vanderbilt Ave., New York 


DIRECTORS 








EDWARD REYNOLDS 


Vice-President and General Manager, 
Postal Telegraph and Cable Company, 
New York City; President, Pintard 
Apartments, Inc.; Locust Court Apart- 
ments, Inc., New Rochelle, New York. 


J. ALBERT MAHLSTEDT 
President, J. A. Mahlstedt Lumber & 
Coal Co.; President, Mahlstedt Mill- 
work Corporation; President, New 
Rochelle Realty Company; Director, 
New Rochelle Trust Company; Director, 
North Avenue Bank, New Rochelle, 
New York; President, Mt. Vernon 
Builders Supply Co. 


JOHN F. MAHLSTEDT 


Treasurer, Mt. Vernon Builders Supply 
Co.; Vice-President, New Rochelle 
Realty Company. 


CHARLES H. DARMSTADT 
President, Charles H. Darmstadt, Inc., 
ew York. 


ALLEN J. STEEN 


President, 59 Locust Arms Corporation; 
Treasurer, Pintard Apartments, Inc., 
Locust Court Avartments, Inc., New 
Rochelle, New York. 


EUGENE C. MYRICK 


President, Brooklyn Textile Dyeing 
Co.; President & Treasurer, Bronx 
Finishing Corp.; member of firm, 
Myrick & R. D. Rice, New York City. 


G. HENRY MAHLSTEDT 


Director, The County Trust Company, 
White Plains, New York; Vice-Presi- 
dent and Treasurer, J. A. Mahlstedt 
Lumber & Coal Co., New Rochelle, 
New York; Vice-President, New Ro- 
chelle Realty Company; Vice-President, 
Mahlstedt Millwork Corporation, New 
Rochelle, New York. 


THOMAS J. STEEN 


President, Thomas J. Steen, Engineer- 
ing & Construction Corp., New York 
City. 


WALTER S. TIMMIS 
Chairman, Engineering Specifications 
Committee, New York Buiding Con- 
gress; Past President, American Society 
of Heating & Ventilating Engineers. 
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The Ideal Investment is a Loan--- 
The Ideal Loan is a First Mortgage 


Once you find the Ideal First Mortgage, 
Your Investment Problems will be solved 





N their search for this type of investment, many hundreds 
of individual investors, and more than 300 National Banks, 





State Banks and Savings Banks throughout the United 
States have purchased Real Estate Bonds offered and recom- 
mended by THE BattimoreE Trust Company, one of America’s 
big banks, with 80,000 depositors and resources in excess of 
$60,000,000. 

These bonds, which return a regular income of 6%, are secured 
by conservative first mortgages which are guaranteed as to 
principal and interest by the United States Fidelity & Guaranty 
Company, with resources of $52,000,000 or by some other 


surety company of national importance. 


In addition, as an investor in these bonds, you have the ad- 
vantage of transacting your investment business with an in- 
stitution that is under both State and Federal supervision— 
the largest trust company in the South Atlantic States, handling 





many millions of dollars in investment funds each year. 


Write to the Main Office of THE BAL TIMORE TRUST COMPANY, 25 East Baltimor> Street, 
Baltimore, Md., or to any of the following banks or banking houses for booklet No. 16 


The Baltimore Company, Inc... New York, N.Y. E. Gray Linney Company, Inc. ... Roanoke, Va. 
Brown, Lisle & Marshall. ... ..Providence, R.1. McLaughlin, MacAfee & Co. .. . Pittsburgh, Pa. 
Burns, Brinker & Company ......Omaha, Neb. Nicol-Ford & Co., Inc. . ....Detroit, Mich. 
Owen Daly & Company Baltimore, Md. Peoples Savings Bank & Trust Co. Moline, Ill. 
J. C. Dann & Company WY. Poe & Davies................. Baltimore, Md. 
Empire Trust Company .. ......St. Joseph, Mo. Prudential Company saecees Cc hicago, Ill. 
Ferris & Hardgrove Spokane, ‘Portland, Seattle Richardson & Clark ..........Providence, R.I. 
The Industrial Bank .. .. ..Grand Rapids, Mich. Second National Bank...... . Saginaw, Mich. 
J. W. Jakes & C “ompany .. -Nashville, Tenn. State Savings Loan & Trust Co. .. . Quincy, III. 
Kuechle & Company . .Sr. Paul and Minneapolis Story & Company......... - enna. D.C. 
Emil H. Lampe..... Warren, Pa. Ward, Sterne & Co. ..Birmingham, Ala. 
James o Willson & Co.. . Louisville, Ky. 


THE BALTIMORE TRUST (OMPANY 


The Largest Trust Company in the South Atlantic States 
offering complete banking, trust and investment services 





mACMBE/; 
FEOERAL RE: CAVE 
Syste% 


Capital & Surplus $7,000,000 Total Resources $60,000,000 — 80,000 Depositors 


























Puts -.- Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 
Profit possibilities and other important features are de- 
scribed in Circular W. Sent free on request. 

Quotations furnished on all listed securities 


S. H. WILCOX & CO. 


Established 1917 Incorporated 


66 Broadway New York 
Telephone Hanover 8350 


(Continued from page 748) 


The case, broadly one of actual versys 
fictitious values, is essentially a ques. 
tion of constitutional right. Judging 
by the decisions already rendered by 
the Supreme Court in a great number 
of other utility cases, there is every 
reason to hope that the decision jp 
this case will lay down _ principles 
entirely favorable to the railroads and 
which will gain for them a final status 
superior to any they have held the veto. 
fore. 

Concretely stated the industry v: \ued 
today at twenty billion dollars might 
awake tomorrow to find that it was 
worth thirty billion dollars, a fining 
which would mean title to earnings 
over a period of years roughly sufficient 
to double the amount currently avail- 
able for the aggregate common sock 
investment. Manifestly, unless this de- 
cision avoids the issue, it should prove 
the controlling factor in the future 
price of railroad shares. 








BOOM IN “CATS AND DOGS” 
(Continued from page 711) 








It enjoys practically no possibilities of 
an advance, but it affords an excellent 
income rarely attained in conjunction 
with such soundness. 


ROSEMARY This is another 
MANUFACTURING, small issue but 
Sec. 7s, 1937 one enjoying an 

active unlisted 
market. It is also listed on the Balti- 
more Stock Exchange. There are out- 
standing about $1,300,000, and at pre- 
vailing prices of 102 the bond yields 
7.22% to maturity. The issue was 
brought out at par in 1922. There are 
no prior liens and the working capital 
is in excess of the issue. Property 
applicable to these bonds is understood 
to be above seven millions. $175,000 in 
bonds have already been retired by the 
sinking fund. 

The company manufactures damasks, 
napkins, etc., and has the exclusive use 
of an important process in their manu- 
facture. Its mills are in North Caro- 
lina. The bond issue is also secured by 
the deposit of the -capital stock of 
Roanoke Mfg. Co., whose book value 
(physical assets) is in excess of this 
issue. Earnings in 1925 (last reported) 
were about three times interest charges 
after large depreciation allowances. The 
company is understood to have profite: 
as well in 1926. 


CONSOLIDATED This issue of $4 
TEXTILE 800,000 is listed 
1st Conv. 8s, 1941 on the New York 
Curb Market. |i 
has had a spectacular rise recently, bu 
at 96% still yields 8.46% to maturity. 
Call price is at present about 108, s 


(Please turn to page 752) 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREE? 











) 


in © : 

“I| The Service You Need 
on i New opportunities for unusual profits in securities are 

ca disclosed every week to subscribers to The Investment 


ae and Business Forecast of The Magazine of Wall Street. 
In 1926 we made 133 recommendations for income and for market appreciation—53 


aa bonds, 66 preferred stocks and 14 common stocks—which showed 444 points market gain 

Was and 53 points market decline. This is a net of 391 points, in addition to income aver- 
ne aging more than 61/2 per cent. 

cient Besides this, we have been compiling for each new subscriber a special individual list of 


ail- = . ° e 
stock six stocks which do not appear in the regular advices and are not a part of the regular 


s de. service. We keep a watch over these issues and at the opportune time advise the sub- 
be scriber to take his profit. 


iture 

Bear in mind that these are not trading recommendations on speculative 
securities. The trading advices are issued as a supplementary department 
and cover normally from 5 to 10 stocks. (We do not advocate the use of 
more than 25 per cent of one’s funds in trading operations.) The advices 
are for the investor who wishes at times to make commitments based on 
the technical position with a view to taking profits from the shorter swings 
of the market. 


Can you afford to do without a service which guides you in making the kind of invest- 
ments that yield substantial profits as well as excellent income? We are in a market 
phase that demands the keenest judgment, the most critical analysis in the selection of 
securities, yet it is a market that will present many opportunities for profits along just 
the lines in which our experts specialize. 


Here Is the Complete Service 
Unusual Opportunities 
1.—An 8-page service report issued regularly every Tues- 5.—One or two recommendations each week of high grade 
day, with occasional special issues covering important securities with possibilities for market profit. We tell 
oe in the trading position—sent by air mail if you when to sell. 
esired. 


Service Report 


Bonds 
6.—Each week tables of standard bonds for income only, 
Colorgraphs and also for income and market profit. 
2.—The Magazine of Wall Street colorgraphs of Business, Trend of Leading Industries 
Money, Credit and Securities. 7.—A thorough survey of the various fields of industry 
and finance. 








Special Trading Advices Replies by Mail or Wire 
3.—Supplementary trading recommendations showing what 8.—Prompt replies to inquiries regarding a_ reasonable 
and when to buy and sell,—in continuing tables. number of listed securities (limited only to 12 issues in 
any one inquiry)—or the standing of your broker. 

Bargain Indicator A Special Wire or Letter ] 
4.—Dividend paying preferred and common stocks for in- 9.—A special wire or letter when any important change is 

come and profit. foreseen in the trading position. 
We are helping others to make money and the present is a particularly advantageous time for you 


to join us. Mail your remittance today for $75 for a special six months’ test subscription and we will: 


(a) send you The Investment and Business Forecast regular and special issues for 
six months. 

(b) analyze your present investment or trading position and tell you what do do with 
each security you own: 

(c) telegraph you at once (if you wish to take a trading position immediately) what 
stocks are in the best position to buy or sell at the time the wire is dispatched to you: 

(d) compile for you a special individual recommendation covering six stocks and ad- 
vise you by personal letter when to close them out. 


seeeeeeeeee= SPECIAL SIX MONTHS’ TRIAL COUPON ###*sssseece5 


INVESTMENT AND BUSINESS FORECAST 

of The Magazine of Wall Street, 42 Broadway, New York City. 
I enclose check for $75 to cover my test subscription to The Ir.vest- 
Weekly ment and Business Forecast for the next six months. 
Wire 
Service 
Wanted? 
0 Yes 


C No ; (J Wire me collect upon receipt of this, what 
Feb. 12 trading position to take, naming eight stocks. 








The Investment and 
Business Forecast is the 
only service conducted 
by or affiliated with 
The Magazine of Wall 
Street. 
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Associated Gas and Electric 
System 


Founded in 1852 





The Greatest Step Toward Economical 
Electric Power 


The first steam turbine in the United States was 
installed in 1895 in New York City. Since then the 
turbine has been developed to a high degree of effi- 
ciency by American engineers. 

The invention and use of the steam turbine has 


been the greatest step toward economical electric 
power in the history of the industry. 





Instead of 12 pounds of coal per kilowatt hour of 
electricity 30 years ago, efficient plants now require 
less than 2 pounds. Advances of this kind are 
making possible the widespread and growing use of 
electricity by city, village and farm. 


New steam turbines of the latest design are now 
being insta®ed to care for the growing electrical 
needs of the Associated properties serving Staten 
Island, New York and Erie, Pennsylvania. 


Associated Gas and Electric Company 


Incorporated in 1906 
Write fcr our Illustrated Year Book 
Associated Gas and Electric Securities Company 


61 Broadway New York 


























E extend the facilities of our organization to those 
desiring information or reports on companies with 
which we are identified. 


Electric Bond and Share Company 
(Incorporated in 1905) 
Paid-up Capital and Surplus, $85,000,000 


‘ 71 Broadway New York 














(Continued from page 750) 
that, despite the high coupon rate, 
there is only a slight prospect of profit 
through refunding operations. 

Consolidated Textile was an over- 
ambitious promotion of the inflation 
period, whose prospects were warped 
at the outset by its acquisition of the 
B. B. & R. Knight Co. In 1924 it oper- 
ated at a deficit and in 1925 interest 
charges were not even half earned. 
Although excess of tangible assets ap- 
plicable to this senior issue is impr¢s- 
sive, and even working capital position 
strong, lack of earning power has made 
this issue a veritable “dog.” 

Adjustment of the B. B. & R. Knight 
situation, though, has largely chang<d 
the earning power of the corporation 
by adjusting its burdens to its earning 
possibilities. The showing in the first 
half of 1926 was not encouraging how- 
ever, so that the bond was still out of 
investor favor in 1926 and fell to 80. 
At present, production seems 20% 
ahead of last year, and cotton prices 
about one-half. The firm also improved 
its inventory policy. Earnings for 
1926 should not show up well because 
of first six months’ earnings, but re- 
vival is now so marked that 1927 
should see the bonds sell well above 
par. There is something of a cotton 
goods famine that will be met all the 
more speedily by sales of cotton goods 
at low prices. Interest payments on 
this bond seem well assured and prin- 
cipal appreciation probable. 


HOLLY SUGAR, The revival of 
1st S. F. 7s, 1987 the sugar indus- 

try, consequent 
upon the recovery in price levels in 
1926, has resulted in a marked advance 
in sugar bonds, especially those of 
Cuban raw producers. It has not been 
noted that equal opportunities exist 
among beet sugar companies. 

Holly Sugar is a beet refiner, whose 
production for the sugar year 1926 was 
1,333,000 bags. To increase production 
it is transferring some of its activities 
from southern California to Montana. 
The bonds have sold at a discount be- 
cause of the poor showing in the year 
ended March 31, 1926. Operating 
profit of $597,000 was small as com- 
pared to $1,709,000 in 1925 and $2,137,- 
000 in 1924. 


The recent revival in the sugar indus- 
try ought to result in bringing Holly’s 
earnings for the year ended March 31, 
1927, to something near its former 
level. It must also be noted that Holly 
owns 50% of the capital stock of 
Holly Oil Corporation. Dividends from 
this source alone nearly equal the in- 
terest requirements on the senior bond 
issue of Holly Sugar Corp. The bond 
is amply secured as to assets and re 
vived earning power, and at prevailing 
price of 97% to yield 7.28% presents 
an interesting possibility. Callable, as 
a whole, at 105, there is the possibility 
that after several years of larger prof- 
its, it would pay to redeem the issue 
and refund on a lower coupon rate 
basis. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 




















$95,000,000 
Missouri Pacific Railroad Company 


First and Refunding Mortgage 5% Gold Bonds, Series “F”’ 
Due March 1, 1977 


Coupon bonds in denominations of $1,000 and $500 registerable as to principal and exchangeable for fully registered bonds. 
‘ Registered and coupon bonds interchangeable under conditions provided in the mortgage. 
Interest payable March | and September I. 


The bonds of this series will be redeemable at the option of the Company as a whole or in part, upon ninety days’ previous 


notice, on any interest date on and after March 1, 1932, and on or before March I, 


1972 at 105% and accrued interest, 


and thereafter at their principal amount and accrued interest, plus a premium of 4% for each six months between the 
redemption date and the date of maturity. 


The issuance and sale of these Bonds are subject to the approval of the Interstate Commerce Commission 


For further information regarding the Company and this issue of Bonds, reference is made to a letter dated January 31, 1927, from 
William H. Williams, Esq., Chairman of the Board of the Missouri Pacific Railroad Company, copies of which may be obtained from the 


undersigned, and from which the follwing is quoted: 


“The purpose of this issue is to provide the Company with 
the necessary funds 

(1) for the redemption of its outstanding $49,101,500 
principal amount First and Refunding Mortgage 6% 
Bonds, for the redemption of $8,229,760 of its 6% 
Notes issued to the United States Government and 
for the payment of its $12,000,000 5% Secured Notes 
maturing on July 1, 1927, a total of $69,331,260 
principal amount of obligations to be refunded; and 
to reimburse the treasury of the Company for capital 
expenditures heretofore made, to provide for the 
Company’s improvement program for 1927, including 
the purchase of equipment and for other corporate 
purposes. 

Of said First and Refunding Mortgage 6% Bonds, $25,- 
000,000 Series “E” will be called for redemption on May 1, 
1927, and $24,101,500 Series “D” on August 1, 1927. By the 
refunding of its outstanding 6% Bonds and Notes by the issu- 
ance of 5% Bonds, the Company will materially reduce its an- 
nual interest charges. 


The First and Refunding Mortgage Bonds are secured by a 
first lien on 3,383 miles of railroad of the Company together 
with valuable terminal properties, depots and bridges, and sub- 
ject to $125,175,500 principal amount of prior liens an various 
parts of the System, for the retirement of which First and Re- 
funding Mortgage Bonds are reserved, on the remaining 3,351 
miles of the directly owned lines of the Company and the ap- 
purtenances thereof, a total of 6,734 miles of railroad. They 
are in addition secured, subject to certain of said prior liens 
and in respect to part of the equipment subject also to out- 
standing equipment trust certificates, by lien on all equipment 
owned by the Company, which, on December 31, 1926 (includ- 
ing new equipment costing approximately $9,200,000 to be 
acquired out of the proceeds of these bonds) had a depre- 
ciated book value of $77,221,148 over outstanding equipment 
trust certificates, and on $23,703,000 par value of preferred 
stock of The Texas and Pacific Railway Company, on which 
dividends at the rate of 5% per annum are being paid. 


After giving effect to this financing, there will be outstand- 
ing in the hands of the public, $112,840,500 principal amount 


of First and Refunding Mortgage 5% Bonds, being at the rate 
of $33,355 per mile on the 3,383 miles of railroad on which the 
bonds are a first lien. The aggregate of the prior liens and the 
First and Refunding Mortgage Bonds outstanding will be $238,- 
016,000 principal amount, or at the rate of $35,345 per mile on 
the 6,734 miles of railroad subject to the mortgage, without 
making any allowance for the other valuable property on which 
they are a lien. The prior liens may not be increased; they 
may be acquired or deposited under the First and Refunding 
Mortgage without impairment of lien, but until so deposited 
they may not be renewed or extended. 

Following the First and Refunding Mortgage Bonds the Com- 
pany has outstanding $51,350,000 principal amount of General 
Mortgage 4% Bonds due March I, 1975, $71,800,100 par value 
of Preferred Stock and $82,839,500 par value of Common Stock, 
a a total present market value of approximately $140,- 


In addition to its directly owned lines the Company owns 
8734 % of the stock of New Orleans, Texas & Mexico Railway 
Company, which is pledged to secure $13,156,000 principal 
amount of the Company’s 514% Secured Serial Gold Bonds, 
and over 60% of the stock of The Texas and Pacific Railway 
Company. New Orleans, Texas & Mexico Railway Company in 
turn owns all the stock of International-Great Northern Rail- 
road Company. Including these companies and their subsidiar- 
ies, the system operated by the Company aggregates 12,357 
miles and extends from St. Louis on the East to Kansas City, 
Omaha and Pueblo on the West and to Memphis, New Orleans, 
Fort Worth, Dallas, Houston, Galveston, San Antonio, El Paso, 
the Rio Grande Valley and the Mexican border on the South 
and West. The Company also owns an undivided one-half 
interest in the common stock of The Denver and Rio Grande 
Western Railroad Company. 


The Gross Income of the Missouri Pacific Railroad Com- 
pany for the year ended December 31, 1926, applicable to the 
payment of interest on funded debt and other fixed charges, 
before Federal income taxes, amounted to $24,930,072, while 
such charges, after giving effect to the present financing, 
amounts to $15,181,261. 


Application will be made in due course to list these bonds on 
the New York Stock Exchange.” 








THE UNDERSIGNED WILL RECEIVE SUBSCRIPTIONS FOR THE ABOVE BONDS, SUBJECT TO ALLOTMENT, 
AT 100% AND ACCRUED INTEREST TO DATE OF DELIVERY 


Missouri Pacific Railroad Company First and Refunding Mortgage 6% Gold Bonds, Series “D,” due February 1, 1949, 
which are to be called for redemption on August 1, 1927, at 10742% and accrued interest, Missouri Pacific Railroad Company 
First and Refunding Mortgage 6% Gold Bonds, Series “E,” due May 1, 1955, which have been called for redemption on May 1, 
1927 at 107%% and accrued interest and Missouri Pacific Railroad Company Three-Year 5% Secured Gold Notes due July 1, 
1927, will be accepted in payment for the new bonds on a 4% interest basis computed on the redemption price, provided no- 
tice of the amount of such bonds or notes to be tendered in payment is given not less than five days prior to the date fixed 
for delivery of and payment for the new bonds. 


The undersigned reserve the right to close the subscription at any time without notice, to reject any application, to allot 
a smaller amount than applied for and to make allotments in their uncontrolled discretion. 

The above bonds are offered if, when and as issued and received by the undersigned and subject to the approval by 
any public authorities that may be necessary of the issuance of the bonds and their sale to the undersigned and to the ap- 
proval by their counsel of all legal proceedings in connection therewith. Temporary bonds or interim receipts of the Com- 
pany will be delivered against payment in New York funds for bonds allotted, which temporary bonds or interim receipts will 
be exchangeable for definitive bonds when prepared. 


Kuhn, Loeb & Co. 


Subscriptions for the above Bonds having been received in excess of the amount offered, the subscription list has been closed 
and this advertisement appears as a matter of record only. 


New York, February 1, 1927. 








FEBRUARY 12, 1927 








Greenebaum Bonds-100% Safe Since 1855 





Mortgage Bond Buyers! 


A Record Book of Your 
Investments, Sent Free! 


Send for a complimentary copy of Invest- 
ment Record. It is a flexible pocket- 
size, loose-leaf book that makes it easy 
for owners of First Mortgage Bonds to 





keep a record of their holdings. We shall 
mail it upon request. 


on? 

72 Years Proven Safety 
The preparation of this book is a small part of the 
Send for service rendered to investors all over America by 

I t t ecord the Oldest Real Estate Bond House. 

nvestment ‘Re 

aes 13 sie Bor flexible. wucket~ Whether you have $100, $500, $1,000 or more 
soe ee compan Bow : as to invest, protection of principal and liberal interest 
size, loose-leaf book gg Fr a a return may be yours. For more than two-thirds 
Greenebaum offerings. cme ls “ of a century every Greenebaum Safeguarded 


obligation incurred, of course. Bond, principal and interest, has been promptly 
paid to investors. 





Mail This Coupon------- on 











ee <n Greenebaum Sons 


Pleas: send without charge or obligation, flexible 


pocket size loose -leaf Record Book and current list of Investment Company. 


Greenebaum offerings. 





OLDEST REAL ESTATE BOND HOUSE 
FOUNDED 1855—CHICAGO 





Offices in Principal Cities 


Greenebaum Sons Securities Corporation, 
jew York 





























International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


esources over $25,000,600 


HROUGH the wide diversification of its 
holdings, this investment trust offers the in- 
vestor safety, and through skilful selection and 
careful supervision assures him an attractive yield. 


Copies of recent newspaper articles recording the 
growing importance of the investment trust in the 
United States have been prepared in pamphlet 
form and will be sent upon request. 


Specify Booklet 2, and address 


American Founders Trust 
A MASSACHUSETTS TRUST 
First National Bldg. 50 Pine Street 
Boston New York 
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effect an increase in its cash and 
security holdings from 4.98 millions to 
over 9.5 millions, while marking down 
the item of good-will from 3.85 millions 
to $1. Trade conditions affecting the 
company’s line could stand improve- 
ment, but if past performances and its 
present well nigh impregnable finances 
can be accepted as a gauge Hupp 
might be depended upon to hold its 
own. The cloudy automotive outlook 
robs the shares of much of their specu- 
lative flavor, but we believe they are 
well adapted for income purposes. 


WORTHINGTON PUMP 


What is the outlock for Worthington Pum} 
I bought 10 shares in 1924 at 65 and averac, 
down by buying 10 more last year at 27. I hov 
a friend who works with the company and h 
keeps telling me that the stock is very good cic 
for me not to worry. I will appreciate whate: 
you can tell me.—E. E. G., Springfield, Ohio 

If you are determined to hold your 
Worthington shares there is one thing 
you must be prepared to do and that 
is, exercise patience. It is apparent to 
all that this company is passing 
through a slow readjustment process. 
In former years Worthington con- 
ducted a profitable business in heavy 
machinery, oil and gas engines, hy- 
draulic turbines, etc., but suffered 
severely following the war through the 
trend from vertical water works, crank 
and fly-wheel, and direct-acting steam 
and power pumps to centrifugals, and 
from large gas engines to turbo- 
electric units. As a result, earnings 
declined to a point where dividends on 
the preferred stocks could no longer be 
supported. Now, however, the pendu- 
lum appears to be swinging the other 
way. Worthington is making strides 
in the development of the new two- 
cycle, double-acting Diesel engine, prac- 
tical marine tests of which are now be- 
ing made. In addition, it proposes to 
enter the small machinery trade on a 
larger scale. The future, therefore, is 
not without potentialities. The re- 
development of a substantial and last- 
ing earning power will probably be a 
slow and painful process, however, but 
for anyone willing to forego immediate 
return in hope of eventual large re- 
wards it would seem logical to hold the 
stock. 


THE P. LORILLARD CO. 


I have 60 shares of Lorillard common. st 
for which I paid $33 a share about two ye 
ago. Wiil you give me your opinion as to 
possibilities of the stock, whether I should c 
tinue to hold it?—S. E. T., Lima, Ohio. 

Some time ago, that is to say, in the 
latter part of 1925, it appeared that 
P. Lorillard was in a fair way towa! 
rounding the corner, but, unfortunate- 
ly, the promise held forth at that tim 
has not materialized to date. The earn- 
ings of the company have been so un- 
satisfactory that cash payments have 
been substituted by stock and further, 

(Please turn to page 756) 
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American 
Seating Corporation 


BUSINESS 
ORGANIZED 
IN 1899 


All preferred stock recent- 
ly called. Only one class 
of stock outstanding. 


Yield at present market 
about 9% 


WRITE FOR OUR ANALYSIS NUMBER 5 


PRINCE & WHITELY 


Established 1878 
Members New York Stock Exchange 


25 BROADST. Uptown Office: Hotel St. Regis NEW YORK 























Cities Service Earnings 
Set Records in 1926 


In April, 1926, Cities Service Company’s net earnings reached 
the highest peak for any month in 16 years—$2,245,000. In 
May they rose to $2,251,000. In December, to $2,641,000, or 
56% higher than in December, 1925. 


A new high for net earnings also was set for the year 1926— 
$24,462,662. 

You can share in Cities Service Company’s earnings by invest- 
ing in its common stock—at its present price it gives you a 
yield on your money of over 8% in cash and stock dividends. 


HENRY L. DOHERTY & co. 
60 Wall Street, New York City 


Please send, without obligation, full information about Cities Service 
common stock. 


Name 
Address 








(Continued from page 754) 

the rate paid reduced from $3 to §2 
per annum. Lorillard has been a lag- 
gard in recent years compared with 
other large tobacco companies due to 
the fact that its chief products are 
smoking and plug tobacco and little 
cigars, consumption of which have 
shown little or no increase, while 
cigarette sales, which have grown by 
leaps and bounds, constitute a rela- 
tively small part of its business. Given 
a widely advertised, popular priced 
cigarette, Lorillard would probably 
speedily regain its place in the sun, 
but anything noteworthy along these 
lines seems to lie a considerable dis- 
tance ahead. As matters are today, 
Lorillard shares have declined both i 
investment merit and quoted value, } 
do not seem attractive even at thes 
prices. We believe that a switch 
Loew’s, Inc., would prove advantz 
geous. 


CHICAGOQ,; ROCK ISLAND & 
PACIFIC 

I bought Rock Island common in 1924 at you 
suggestion at 38. While it has paid me no dizi- 
dend, I can just about double my money, and 
am wondering if it is worth while holding any 
longer, even if tt does go on a dividend basis.— 
A. E. T., Philadelphia, Pa. 

Not satisfied with carving a niche 
in the railroad hall of fame through 
his admirable management of the 
’Frisco Lines, E. N. Brown, now chair- 
man of the executive committee of 
Chicago, Rock Island & Pacific, prom- 
ises to duplicate his achievements dur- 
ing his connection with this latter 
road. For years Rock Island func- 
tioned on a mediocre basis, admittedly 
strong in asset value but wofully weak 
in earning power. It seemed that its 
only salvation lay in a possible sub- 
stantial rate increase. However, with 
the assumption of control by the 
present management things took on a 
decidedly different aspect. As early as 
June surplus after charges increased 
to 1.387 millions, or 256% over the cor- 
responding month of the previous year. 
This was followed by July surplus in- 
crease of 58%, and August of 155%. 
The explanation for this seeming mira- 
cle seems to be the bending of all ener- 
gies toward the scaling down of Rock 
Island’s very high operating costs. 
Further improvement having been 
shown in later months it is not sur- 
prising that the company was able to 
show around $10 a share earned on the 
common for the 1926 year. In the 
light of these statements and the in- 
auguration of dividend payments we 
believe the shares to be attractive in 
their class and to be well worth holding 
for long range investment purposes. 


ENDICOTT-JOHNSON 


I am a@ stockholder in the Endicott-Johnson 
concern and have a loss of, about $20 on the 
average price of my shares. Of course I have 
a very good yield on my original purchase price, 
but the continued high yield of the market price 
im more than @ year caused me to doubt the sta- 
bility of the dividend position. Please tell me 
what vou can about the company’s business oit- 
look and the market possibilities of the stock.— 
P. A. T., Boston, Mass. 


While it is true that earnings of 
Endicott Johnson for 1926 were con- 
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siderably below those of the previous 
year, this was offset by a marked im- 
provement in the company’s financial 
position. Net profit of 3.69 millions 
last year was equivalent to $7.03 a 
share on 20.62 millions of common of 
$50 par, compared with 4.31 millions, 
or $8.47 a share in 1925. On the other 
haud, we find a sharp inventory reduc- 
tion of over 5 millions to 15.49 millions, 
while bank loans were more than halved 
to 5 millions. At the end of the year 
cash and investment holdings aggre- 
ga‘ed almost 4.5 millions. Operations 
last year were conducted under the 
handicap of poor trade conditions, but 
the situation has since vastly improved, 
wih a further betterment clearly in 
prvspect. Endicott-Johnson entered 
the 1927 year well fortified with cash 
aml working capital, with every indica- 
tion of giving a.good account of itself 
in months to come. With the stock 
yielding a good return and the long 
range outlook favorable it would seem 
the wisest course to retain your hold- 
ings. 


ASSOCIATED DRY GOODS 


» the big cotton crop and the decline in the 

> of cotton a constructive factcr as regards 
ssociated Dry Goods? I have had some stock 

he company for several years, having bought 
10 shares of the old stock at 180, so that I now 
have 40 shares of the present stock. Would you 
idvise me to buy some more around current 
ricesf—aR. A. N., St. Louis, Mo. 

We doubt very much if the cotton 
situation is an important factor to be 
reckoned with in the affairs of Asso- 
ciated Dry Goods, although it is en- 
tirely possible that lower prices for fin- 
ished goods may stimulate buying to 
some extent. As vendor of a varied 
list of merchandise the company pre- 
sents a record of expanding sales and 
earnings over a period of years as a 
result of which a seemingly unassail- 
able financial position has been built 
up. According to latest accounts the 
liquid position of the company is ex- 
cellent, the consolidated cash account 
of the company and its wholly-owned 
subsidiaries, aggregates almost 6 mil- 
lions. Its equity in Lord & Taylor, 
carried on the books at 3.69 millions, 
has a market valuation well in excess 
of 10 millions. Earnings for 1926 
must as yet be estimated but should 
compare favorably with those of 1925, 
when the company earned the equiva- 
lent of $5.50 a share on the common. 
Considering its past record of expand- 
ing activities and the optimistic out- 
look the shares seem to have good pros- 
pects for a long pull. However, your 
present holdings are sufficient. 


ARMOUR & COMPANY 


What is the matter with Armour & Company 
st-ck? JI have a loss of about 8 points in 50 
shares which I bought last year, and my broker 
recps telling me to hold on as there is nothing 
fundamentally wrong in the situation. He also 
wonts me to average down by buying 50 shares 
ove at current prices. Is this good advice?— 
E. E. A., Pittston, Pa. 


For a stock that has persisted in 
disappointing performances Armour A 
seemingly has more friends than any 
other similar stock in banking circles. 
This is probably due to the fact that 
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Fifth Edition of this 
Standard Work 


231 pp bound in flexible blue artcraft stamped in gold. 


Clear methods are given whereby large or small 
investors may become financially independent without 
taking chances or depending upon luck. An inspiration 
to the man with his first $500. It will take you oyt of 
the “rut,” start you on the road to success, show you 
how to save, and still get the most out of life as you go 
along. 


These methods were developed after years of ex- 
perience in advising subscribers through the columns 
of The Magazine of Wall Street. 
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based upon the momentous market of the past year. 
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The 


FRENCH PLAN 
offers you 


A conservative real estate invest- 
ment in an individual income-pro- 
ducing building—safeguarded by 
the entire net income of the prop- 
erty 


6% 


The repayment of your original 
investment 


50% 


of all net profits distributed 
thereafter 


The coupon below will bring 
you a 62-page book, “The Real 
Estate Investment of the 
Future.” 


It should prove to be the 
most interesting and the most 
profitable half hour’s reading 
you have done in months. 


Mail it—TO-DAY 


FRED. F. FRENCH 
INVESTING CO., INC. 


350 Madison Avenue 
New York, N. Y. 


SEND THE — 

Fred F. French Investing Co., Inc. 

350 Madison Avenue, New York, i  & 

(0 Send the 62-page book ‘ ‘The Real Estate 
Investment ‘of the Future.” 

(0 Show me how the FRENCH PLAN is 
being used to build Tudor City—3 
blocks east of the Grand Central Sta- 


the company operates in a basic indus- 
try, one considerably unsettled in the 
past year or two, but which is now 
showing unmistakable signs of im- 
provement. The discouraging part is 
that Armour earned the equivalent of 
only 24 cents a share on the Class A 
in the first ten-months of 1926, com- 
pared with a surplus of 60 cents a 
share after regular dividend require- 
ments for the 1925 year. However, the 
company effected considerable improve- 
ment in its finances, cutting down its 
bank loans and notes outstanding 
while adding to its cash reserves. The 
South American situation which long 
has proved a thorn in the side of pack- 
ers has undergone vast improvement, 
paving the way for profitable opera- 
tions in this quarter. While the 
domestic outlook could be improved 
upon there are distinct indications of 
betterment in this direction also. 
Armour is far removed from the entire 
solution to its problems, but relieved of 
some of its most pressing handicaps, 
should make good progress in the right 
direction from now on. We do not 
advise fresh commitments in this com- 
pany’s junior securities, but believe 
that where held at higher levels it 
would be advisable to retain. 


F. W. WOOLWORTH COMPANY 


I have 130 shares of Woolworth stock, having 
bought 100 shares in 1923 at $20, on which I 
received a 30 percent stock dividend. When 
the 50 percent a dividend is paid, I will have 
195 shares. Would you suggest that I sell out 
the stock I receive in this new stock dividend 
or do = think my interest would be best served 
by holding on to all of the stock?—J. J. L., 
Pittsburgh, Pa. 


You have two courses open to you: 
the first is that you dispose of your 
Woolworth altogether with the expec- 
tation of replacing to good advantage 
at a later date—the second, that you 
sell your bonus stock to mark down the 
price of the old. Candidly, we believe 
your interest would be best served by 
switching to another security. We rec- 
ognize Woolworth as being fundamen- 
tally sound and efficiently managed, 
and appreciate the company’s remark- 
able expansion in scope of operations 
and earning power over a long period 
of years, but such earning power as 
has been developed to date ($10.85 a 
share on the common in 1926) as well 
as visible prospects for the future 
seem well discounted in the present 
market valuation of the shares, with 
the result that a promising profit op- 
portunity no longer presents itself. 
Considering the nature of the enter- 
prise, its peculiar position in its field, 
and its highly efficient management, it 
is not unreasonable to expect that busi- 
ness and earnings will show further 
expansion with the passage of time, 
which renders the shares attractive in 
the light of long range possibilities, 
but unless you are willing to hold with 
this object in view we believe you could 
employ your funds to better advantage 
elsewhere. Baltimore & Ohio, which is 
forging rapidly to the fore from an 
earnings’ standpoint, seems to have 
more to offer. 














Guaranteed 
8% Bonds 


We endorse each bond guarantee- 
ing interest and principal, which we 
collect and pay promptly. Bonds 
are secured by first mortgages on 
centrally located office buildings, 
commercial property, hotels and 
apartments in Florida worth twice 
amount of loan, as determined by 
independent appraisals. We sell in- 
dividual 8% mortgage loans known 
as“‘standardlifeinsurancecompany 
loans.’’ Many insurance and trust 
companies purchase our securities. 
Our company, established seven 
years ago, specializes in first mort- 
gage loans. Interest payable New 
York City if desired; titles insured 
by New York Title and Mortgage 
Company. Booklet MW gives full 
particulars. 


Palm Beach 
Guaranty 
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$1,000 


Invested in one particular | 
Investment Trust Common 
Stock about 5 years ago 
would now be worth in- 
cluding cash and _ stock 
dividends over $150,000. 


$1,000 


Invested in another lead- 
ing Investment Trust Stock 
two years ago wouald 
now be worth including 
cash and stock dividends 
over $10,000. 

Returns on other Investment Trust 
Stocks while not so substantial, 


nevertheless, show extraordinary 
possibilities. 


Details of leading 
Investment Trust Securities 
sent on Request 


Steelman & Birkins 
Specialists 
Investment Trust Stocks 
20 Broad St. New York 


Tel. Han. 7500 
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DETROIT EDISON 


When I purchased Detroit Edison several years 
ago at 107 on your advice, I bought it as an 
investment only, and would have been content 
ith a good yield on my investment. I would 

to know if you think I am justified in con- 

‘ing to hold it now that I can take a very 

i market profit, particularly as the stock mar- 

does not look very good to me. Would it 
be a good idea to get rid of my stock with 
idea of buying it back considerably cheaper 

y on?—M. A. E., Buffalo, ¥ 


The report of Detroit Edison, cover- 
ing operations in the year ended De- 
mber 81, 1926, shows net income of 
9.79 millions, after essential write-offs, 
yual to $11.82 a share on 86.54 mil- 
ins of common stock to $100 par, 
rainst $10.67 a share on 78.56 mil- 
ions of common outstanding in 
25. This further compares with 
.97 a share on 61.14 millions of com- 
on in 1924. The long range outlook 
for the future seems to be for further 
ready, natural expansion in earnings. 
view of these circumstances it is 
»vident that the shares have excellent 
erit for the long pull. However, on 
the other hand, it would be well to bear 
in mind that the company has by no 
means reached its peak of expansion 
and the necessity of raising additional 
funds from time to time will un- 
doubtedly have a tendency to keep 
down earnings for shares. Eventually, 
this will work out to the great advan- 
tage of shareholders, but in the mean- 
time they cannot very well expect ma- 
terial price appreciation in their hold- 
ings. We are inclined to believe that 
a switch to Peoples Gas, paying the 
same dividend and selling some points 
lower, would be a good business move. 





BUSINESS SHOWS IMPROVE- 
MENT 


(Continued from page 7ii) 











quirements will in all probability con- 
tinue in favor so long as the present 
uncertainty exists. 

Automobile concerns have begun to 
speed up production; and a revival of 
demand from this source is encourag- 
ing to steel producers. Structural 
steel orders dropped off a bit dur- 
ing the past two weeks, but this 
decline has not been _ precipitate. 
A leading figure in the construction 
industry has painted, in no uncertain 
terms, the unsatisfactory condition of 
the building trade, the chief fault 
being that there is too much activity. 
Railroad buying of steel continues; 
much of the demand is for freight car 
equipment. 

Sales of pig iron have increased con- 
siderably. Although consumers have 
been warned of a possible coal strike, 
they have not, as yet, revealed any 


ndications of uneasiness, but rather, - 


buying has been for immediate needs, 
and little forward placements have 
come into the market. Competition 
‘rom Europe will have no effect on pig 
iron in this country for some time un- 
less the much-heralded coal strike 
hecomes a reality and prices reflect its 
influence. 
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80 Investments 


In One 


Every Collateral Trustee Share 
of the 


NEW ENGLAND 
INVESTMENT TRUST, INC. 


represents an equal interest in listed stocks of 80 
American corporations, leaders in many diversified 
industries. 


Collateral Trustee shareholders receive their full pro- 
portion of all dividends paid by these 80 companies, 
including cash value of rights and stock dividends. 
There is no deduction from these dividends. 


e 


The 80 stocks are held by an important national bank as 
Trustee, and are rarely changed. Each shareholder 
knows what his investment represents at all times. 


Collateral Trustee shares offer the combined safety of 
80 investments; the combined income return of 80 es- 
tablished corporations; the combined prospects for 
price increase of 80 leaders of American industry. 


Write for Circular MW2 
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NEW ENGLAND INVESTMENT 
TRUST, INC. 


85 DEVONSHIRE STREET 
Boston, Mass. 























MANLEY- ANDREW CO. Bank Stocks 
“7% and 8% Preferreds” Gilbert Eliott & Co. 


1451 Broadway New York City 
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A Simple, SAFE 
Investment Plan 
That Guanniees You 





_ you invest your surplus 
capital, you have a right to in- 
sist that every dollar produce the 
highest possible profit that is consis- 
tent with safety. 


Here is a highly satisfactory invest- 
ment plan that meets these require- 
ments perfectly—because it guarantees 
these high earnings—zwithout the 
slightest risk. 


Through this plan you can put your 
money into First Mortgage Real Es- 
tate Notes on high-class improved 
properties in Washington, D. C., with 
an assured yield of 61%4%—actually 
over 60% more proportionately than 
the same amount of money will yield 
if placed in the average savings bank 
at 4%. 


The security behind these notes is the 
soundest in the world because of the 
permanent stability of industrial con- 
ditions in the National Capital, and 
because of the steadily increasing 
value of the city’s properties. 


Interesting Book—FREE 


Mail the coupon below for 
our new book — “Safety 
Supreme,” which contains 

complete information and 
explains our plan in de- 
tail. Your request will 
place you under no ob- 
ligation. Do it NOW. 


Shannon & 
Luchs, Inc. 
Dept. 202 

713-715-717 14th St. 
Washington, D.C. 


r SHANNON & LUCHS, Inc. 
Dept. 202, 713-715-717 14th St., 
Washington, D. C. 
Please send me a copy of vour new 
book, “Safety Supreme.” 


Name 





Offering Safe Securities of Electric Light 
and Power,Gas, and Transportation Com- 
panies operating in 20 states. 

Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Mitwaukee St.Louis Louisville Indianapolis 
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Bank and Insurance Stocks 


Quotations as of Recent Date 


NATIONAL BANKS 


First (N. Y.) 
Hanover (30) 
Park (24) 
Public (16) 
Seaboard (16) 


TRUST COMPANIES 


Amer. Ex-Irving Tr. (14) 
Bankers (20) 

Bank of N. Y. & Trust Co. (24). 
Brooklyn (30) 

Central Union (32) 
Empire (16) 

Equitable (12) 

Farmers’ L. & T. (16) 
Guaranty (12) 
Manufacturers (20) .. 
New York (20) 

United States (60) 


STATE BANKS (NEW YORK) 


Asapricn (29). (7... FT. ©.)........- 
Corn Exchange (20) ED 
Manhattan Co. (8C) 

State (16) 


Aetna Fire (24) 
Aetna Life (12) 
{ *Fidelity-Phenix (6) 


_— 


Glens Falls (1.60) 
Globe & Rutgers (36) 
Great American (16) 
Hanover (5) 

Hartford Fire (20) 
§*Home (20) 

) *Carolina (1.20) 
Milwaukee Mech. (1.60)... 
National Fire (20) 
Niagara (10) 

§ *North River (5) 

l *United States (5.60) 
Stuyvesant (6) 
Travelers (20) 
Westchester (2.50) 


SURETY AND MORTGAGE COMPANIES 


American Surety (8) 
National Surety (10) 
Lawyers Mortgage (14) 
Mortgage Bord (8) 


JOINT STOCK LAND BANKS 


Bankers of Milwaukeo 
Chicago (6) 
Dallas (10) 

Denver (8) 

Des Moines 

First Carolina (8) 
Kansas City (6) 
Lincoln (9) 

St. Louis (9) 
Southern Minnesota 
Virginia (.50B) 


1170 
45 


(A) Includes dividends from Securities Company 
(B) Par $5. (C) Par $650. (E) ex-Rights 
*Members same group. ED—ex-Div. {| ex-Stock 
dividend, 





2 *Continental (6) 
VERITABLE boom market has 
set in in insurance shares. It has 
long been the contention of this 

department that these securities were 

undervalued in comparison with bank 
stocks, and it is a pleasure to record 
the tardy market recognition of this 

fact. Aetna Life not only gained 65 

points, but, additionally, its subsidiary 

Automobile Insurance was bid up 90 

points. 

The market now sees that the re- 
insurance arrangement with Continen- 
tal constitutes a new basis for Auto- 
mobile Insurance. Home Insurance 
and its subsidiaries, especially Caro- 
lina, responded well to the raising of 
the dividend by Home Insurance to $20. 
The recent stock split-up in Fidelity- 
Phenix gave some idea of the possi- 
bilities in the “America Fore” group. 
What is more significant, however, 
than the showing of the fire companies 
has been the increased attention de- 
voted to casualty and surety companies. 
The spectacular run-up of American 
Surety, up twenty points is only a 
marker to what is possible. 

But what has been more significant 
than the rising quotations has been the 
greater breadth of demand. What is 
important here is to note that not all 
surety and casualty companies are of 
this high quality. Just as the great 
popularity of bank stocks in 1926 re- 
sulted in a plethora of small bank pro- 
motions, so the sudden investor dis- 
covery of the possibilities in casualty 
and surety companies has resulted in a 
great number of promotions. Many of 
these are to be avoided and the investor 
should seek expert counsel before plac- 


—_ 


ing his funds in such ventures. Many 
of them, however, are good opportuni- 
ties, so that they merit consideration. 

The 1926 reports of New York City 
banks, while showing some recessions 
in deposits, have been so satisfactory on 
the average as to stimulate consider- 
able buying. Bankers Trust, which has 
been a comparatively quiet stock, led 
the advance with a _ forty point 
gain. United States Trust, whose un- 
dervalued security holdings present 
possibilities of eventual book-value 
mark-up on a grand scale, has reached 
2,000. Another comparatively neglected 
large bank stock attained speculative 
popularity. Hanover National was bid up 
to 1,175, about 100 points above its re- 
cent average level. The older favorites 
have not done as well, and there were 
some recessions. The bank stock mar- 
ket keenly studied annual reports to 
re-value these shares, and the 1927 
leaders are not likely to include many 
1926 market headliners. A great deal 
of interest is being aroused in Brooklyn 
banks. Ever since National City paid 
$5,000,000 for the good-will of People’s 
Trust Company, it has been felt that 
Brooklyn banks stand a_ splendid 
chance of being sold in mergers at a 
price far above present market. 

The struggle for control of the Bank 
of America is the principal news de- 
velopment. A move has been made to 
upset the recent election of officers. 
These struggles for control may be re- 
lated to the decline in deposits 208 
millions to 167 millions in 1926. The 
soundness and future of the bank, how- 
ever, are rated as high as ever and the 
quotation is at 1926 level. 
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dividend rate is greatly enhanced. A 
dividend of $4.20 per share would about 
ffect this. But in that case the right 
to subscribe to additional common stock 
vould not be valued at much, but the 
S5 rate per share seem assured. 


Position of the Common Shareholder 


Consolidated Gas recently sold up to 
115 on the theory that the gas sus- 
sense funds held in abeyance pending 
he decision of the United States Su- 
vreme Court would be disbursed soon 
after that decision to the common 
shareholders. This hope appeared il- 
usory when it became known that the 
noney had not been earmarked but was 
ised for general corporate purposes, 
varticularly for additions and exten- 
sions to plant and property. In other 
words the suspense funds saved that 
much financing, which is an indirect 
rather than a direct cash benefit to the 
common stockholder. After the an- 
nouncement of new financing the com- 
mon stock further broke to $100. What 
is the position of the common stock- 
holder at this price? 

That for several years ending in 1925 
there was some loss in earning power 
for the common is mere history, as is 
also the extinguished hope of an extra 
dividend from the gas suspense ac- 
count. The increase in funded debt, 
resulting in increased interest charges 
equivalent to nearly one dollar per 
share, is a principal reason. This 
cause need not now be considered. 

The common shareholder finds that 
the preferred stock dividend require- 
ments placed ahead of him are now 
more than five millions greater than 
they were under the old preferred 
stock. His equity in the company is 
further thinned by the 20% addition 
to the common stock. 

Is it best for him to take advantage 
of the offer to buy one share of pre- 
ferred for every three of common he 
holds at $91, and one share of common 
for every five he holds at $75, or is he 
better off to sell at 100 and leave the 
subseription rights to others? 


At date of writing, the new common, 
when issued is selling at 94%. One- 
fifth of the difference between this fig- 
ure and $75 is $3.90. The new pre- 
ferred, when issued, is selling at $93 
and one-third of the difference between 
this amount and $91 is 67 cents. Hence 
the rights are worth $4.57 in all, so 
that Consolidated Gas old common 
stock is really selling for $95.43 ex- 
rights, as against its recent high of 
115. 

At $95.43, paying $5, the current in- 
‘ome on the common stock is about 
5.28%. Hope of any great gain in 
earning power does not seem to be 
present, so that to hold the common 


(Please turn to page 768) 
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be sound physically, 
but— 
how’s your health 


financially ? 


Read the column at the right. 


THE EQUITABLE 
TRUST COMPANY 
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Examine your 
financial health 


Men readily submit to physical ex- 
amination to assure themselves that 
their health is not being endangered 
through neglect. Financial health is 
next in importance Why neglect it? 


1. Have you asked your bank to 
check your security holdings and te 
advise you as to their latest invest- 
ment ratings and suitability to your 
needs; also have you asked yourbank, 
from a knowledge of your present 
holdings and circumstances, to rec- 
ommend advantageous future invest- 
ments? 

If not, put a check in this 
square and you willreceive the | 
Equitable Investment Memoran- — 
dum, which outlines a plan that will 
enable us intelligently to suggest from 
the present market those bonds offer- 
ing distinct advantages to you. 


2. Have you taken out ample life 
insurance to keep your family from 
want should you die suddenly or be- 
come pe rmanently i incapacitated and 
have you given careful thought to 
how your insurance will be paid? 


If not, put a check in this — 
square and you will re ceive a 
copy of our booklet, J’/1 Make “—~ 
Assurance Double Sure. It tells how, 
through a life insurance trust, you 
may materially increase the net 
amount of your estate. Ask your in- 
surance agent about it, too. 


3. Have you protected your estate 
by making a will and appointing a 
trust company executor-trustee? 

If not, put a check in this —— 
square and you will receive a } 
copy of the Equitable Will 
Memorandum and our beoklet, How 
toProtect Your Estateand Your Family. 
The Will Memorandum is a simple 
form which, when filled out, will give 
your lawyer the information he needs 
in drawing your will. 


4. Have you arranged to have your 
bank assume responsibility for the 
promptcollectionofinterestonbonds, 
prompt collection and reinvestment 
of matured principal and in other 
waysinsure you against possible losses 
through personal neglect? 

If not, put a check in this 
square and you will receive our ] 
booklet explaining the advan- | 
tages of The Safe Keeping Account. 
For a negligible charge you may 
avoid the burden of detail and risk 
of seriouslosses. This isa particularly 
popular service with travelers. 


NAME 
ADDRESS 
Tear off this column and mail it to the 


nearest office of oe Equitable Trust 
Company of New York. 














Keep Posted 


BONDS AND HOW TO BUY THEM 
The principles of bond investment are out- 
lined in non-technical language in this book- 
let issued by a member of the New York 
Stock Exchange. Ask for your free copy, 
No. 365. 


PROFIT SHARING PLAN UNDER 
MAHLSTEDT-STEEN METHOD OF FINANC- 
ING 


Safety of Principal, 
Return of principal, 
the profits. 


A plan of interest for investors combining 
Assured regular income, 
a continuing share in 


Ask for circular 361. 


INVESTMENT FEATURES OF CoO- 


OPERATIVE APARTMENT OWNERSHIP 


FOR INCOME BUILDERS 
This booklet describes a practical Partial 
Payment Plan, whereby sound securities may 
be purchased through monthly payments of 
as little as $10. 
independent income may be built through 
the Systematic investing of small sums set 
aside from current earnings. Ask for 318. 


SCOPE AND SERVICE 
This new booklet gives a descriptive and 
historical sketch of one of the largest pub- 
lic utility companies in the country now 
responsible for public service in more than 
1,000 communities. Ask for 362. free. 


boro Corp., 


AT JACKSON HEIGHTS 

A valuable booklet prepared by the Queens- 
which shows the moderate cost 
and advantages to be derived from owning 
Shows how a permanent, your own 


home in a_ beautiful section 


6% AND SAFETY LIST 
For over fifty years we have been assisting 
investors in the selection of sound securities 
and our information department has recently 
compiled this list which we will send you 
Ask for (313). 


THE 


a 
short distance from New York City. Ask 
for (336). 
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DIRECT FROM FACTORY TO YOU! 


Old Peckioe Unlisted Industrial Bond Index 


Note: There is presented below, for the first time, an index of the most active and important 
mokKer bonds of industrial corporations not listed on either the New York Stock Exchange or the 
At this time, when satisfactory bond yields are difficult to obtain, 


New York Curb Market. 
the investor has to look further afield for opportunities, and this industrial bond index is to 
be a recurrent feature so as to assist him, 

° —_—a 


. YER TTA Yield to 
1S'Quality GENGINE Bond Rating Bid Ask Maturity 
mported JAVA wrapper American Ice, R. E. Ist & Gen. 6s, 1942 -» 102% 

ensive Credit System American-La France, 5%8, 1931 ++ 98% 
and losses are eliminated American Sales Book, Ist 6s, 1939 .. 101 
nobands or decorated boxes Asbestos Corp. of Canada, Ist 5s, 1942 .. 98 
Just DIAMONDS IN THE Asbestos Corp., Ltd., Ist & Ref. 6s, 1941 . 98 
" . . 3 
RO "—| Atlantic Ice and Coal, Ist 6s, 1930 ; 99 
UGH. n addition Atlas Plywood, Ist 8S. F. 6%s, 1940 . 
We will include Bethlehem Steel, P. M. 6s, 1998 es 
FREE Bohn Alum. & Brass Co., Ist %s, 1934 -- 102% 
Borden Mills, 1st 6s, 1934 _ 
to each purchaser Bryant Paper, Ist 6s, 1942 .. 100 
@) 6) 2 ae 3 B42 8 | Budd Mfg. Co., Conv. 6s, 1938 << OS 
SAMPLE [e7aX—) 3 Calco Chemical, Ist 8s, | we 
‘ Campbell Baking, Ist R. E. 64s, 1943 os ? 5.60 
rn ae ot oe Canada Bread, ist 6s, 1941................. head .. 105 5.30 
Brands. Priced up to $30 Cespedes Sugar, 714s, 1939..... i udue buen takes Shaske oe B.. oF 7.69 
per 100. Only one sample Chicago Daily News, Deb. 6s, 1936 .. «OF 6.29 


wi tye oh co 1 rarely Chicago Stock Yards, Coll. Tr. 5s, 1961 1. 84 6.05 


Sd t pe Childs Co., 5s, 1930 io “Oe 5.08 
4 ’ ’ 
Get Arquaint a Clyde Steamship, Ist 5s, 1931 bs 5.28 


Good Only Till March 15 Columbia Sugar, Ist 7448, 1982............00cceeceeceeceees B:. 7.73 


YOU ASSUME NO RISK; Consolidation Coal, 5.73 














6.36 


MOKE as many as you like. 
S If not entirely satisfied, your de Laval Separator, 6s, 1935 . 5.96 
money refunded in full. Dominion Textile, Ist & Ref, 6s, 1949 Ps 5.38 


AS WE limit only one Donnacona Paper, Ist 6s, 1940 és 5.79 
Sample Case to a cus- Driver-Harris, Ist 8s, 1931 -_ 7.01 


tomer, orders will only be 2 ; 
accepted on coupon below. Electric Ferries, Ist 7s, 1941 i 6.56 


Checks accepted. Firestone Cotton Mills, 6s, 1940..... Vkkueteeheseenahedasxen A.. 5.97 


EDWIN CIGAR CO." Fisk Tire Fabrio, lst 8. F. OMe, 1905... : ast 


ESTABLISHED 1903: REFERENCE ANY BANK INTHE US Fraser Companies, 1st 6s, 1950 = 6.20 





2338-40 THIRDAVE.NEW YORK Holly Sugar, Ist ‘7s, 1937 * 1398 


Hooker Electrochemical, 1st 7s, 1947 - 6,63 


case of ur 9 Brands. All carryin charges prepaid Houston Oil of Texas, 6%s, 1935 a 6.04 
~ 8 Hudson River Navigation, Ist Conv. 6%4s, 1951 oe 6.71 


MILDC MEDIUMC) STRONG C) 
International Salt, Ist & Con. 5s, 1951 7” 6.26 


NAME- — Times enue Retermntionnl Gilver, Bs Gs, WDA. occcccccscccccvvecseseesas Bsa 5.49 
Interstate Iron and Steel, Ist 514s, 1946 ae 5.65 
Kaufmann Dept. Stores, Sec. 6s, 1935 6.08 

CITY. Kirby Lumber, Ist 6s, 1938 - 6.00 
(Caney, SAMPLE CASE COUPON Tamia S) La Belle Iron Werks, 6s, 1940 ‘ 5.56 
Long Bell Lumber, Ist 6s, 1942 - 6.52 
Ludlum Steel, Ist 7s, 1943 ee 6.79 
Mengel Co., Ist 7%s, 1934 Ge 6.28 
Miller & Lux, Ist 6s, 1945 .. 99 6.03 
Oxford Paper, Ist & Ref. 6s, 1947 -- 108 5.70 
Pacific Mills, 5%s, 1931 < ee 7.10 
Penick and Ford, 6%s, 1943 ne 6.11 


Pennsylvania-Dixie Cement, Ist 6s, 1941.................. B.. 99 6.03 
ACKSON, Pick (Albert), Deb. 6s, 19386 4 97 6.22 
Pictorial Review, Ist Conv. 6%s, 1939 -. 98% 6.44 
BOE SEL @ q ©. Pierce, Butler and Pierce, Ist 644s, 1942 .. 108 6.13 
Pittsburgh Steel Products, Ist 6s, 1937 -. 101% 5.75 
a . Price Bros, & Co., 1st 6s, 1943 -. 102% 5.70 
New York Stock Exchange 
Chicago Stock Exchange Reid Ice Cream, 6s, 1930 : 99 6.00 
Chicago Board of Trade Richfields Oil, 1st & Coll. 6s, 1941 -- 98% $9 6.11 
New York Curb Market Rome Wire, Deb. 6s, 1940.......... eer PT: «OOD 101 5.90 
Rosemary Mfg., Sec, 7%s, 1937 -- 100% 102 7.22 
Shaffer Oil & Ref, 6s, 1928 -. 99% 100% 
cal Market Letters and Staley, A. E., 6%s, 1938 100% 102 
reports which will be sent Steel & Tube Co. of America, Gen. 6s, 1944 -. 100 102 
to investors on request. Troy Laundry Machinery, 8s, 1936 .. 106 108% 
Tubize Art, Silk, Ist 8s, 1933 -. 108% 110 
Telephone 42 Broadway United Lead, Deb. 5s, 1943 .. 98% 100 


Hanover 7320 New York, N. Y. Wanamaker (John) (Phila.), 1st 6s, 1932 .. 101 102 

Woodward Iron, Ist Con. 5s, 1952.................. sioriee A.. 88% 8914 
Wurlitzer (Rudolpk), Deb. 6s, 1938 -. 100% 101% 
Yates (P. B.) Machine, Ist 6%s, 1989............... rr ea 100% 


Average yield 6.09 


Send me 50 Old Fashion Smokers. Also Free Sainple- 





ADDRESS. 


























We issue daily and periodi- 


















































lis A NEW 
SITUATION 


Changing conditions 
may have unbalanced 
your investment hold- 
ings. How long since 
they have been checked 
up? Once a year is none 
too often. 


This is just one of the 
ways that we can be of 
service to you. Call upon 
our Statistical Depart- 
ment freely for informa- 
tion or advice on any 
matters relating to in- 
vestment. Large or odd 
lot orders executed with 
careful attention. 


Glad to send you a help- 
ful booklet on Trading 
Ucthods—no charge. 


Ask for M G 4 


(HisHOLM & (HAPMAN 


Members New York Stock Exchange 


| 52 Broadway 
Telephone Hanover 2500 


Widener Bldg. 
Telephone Rittenhouse 1157 


New York 





Philadelphia 

















Spring Is 
‘Hanging Up 
Her Hat 
At Atlantic City 


Winter’s quitting and the seas 
are growing quieter at Atlantic 
City. Spring is in the air and 
Summer’s in the offing—Storm 
and mist have given way to a 
paradise of sunlight and balmy 
days—and health is just walking 
around like a lost soul waiting 
to be claimed! Pack up and 
spend a week-end at The Am- 
bassador, where living is on a 
par with the climate, and selling 
under par for people who take 
advantage of our Low Spring 
Rates! 


(She 








Write or Wire 
for Reservations 


ATLANTIC CITY 
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Ambassader 


(Continued from page 761) 


stock and sell the rights does not ap- 
pear a profitable course. 

On the other hand, assume that a 
holder of 15 shares of common, pur- 
chased at 100, exercises his rights. 
He will hold eighteen shares of com- 
mon and five shares of preferred for 
$2,170. He receives $115 in dividends, 
or a current income of 5.30%. The 
preferred stock is excellent, and as the 
need for investments grows may sell 
higher, though this would be a slow 
process. On the other hand the com- 
mon shares cannot continue to sell ex- 
hopes. A $5 dividend on a junior se- 
curity, which dividend is barely earned, 
does not entitle the common stock, as 
enlarged, to sell for more than $80, 
say. On his 18 shares there would be 
a loss, conjecturally, of $285. Any re- 
adjustment in market values would 
effect this loss. Hence purchase of 
the rights, or holding of the common 
stock after selling the rights, appear 
both unwise. The proper course is to 
sell at about $100 per share, if this 
price can be obtained. 








BUDGETING YOUR FUTURE 
INCOME 


(Continued from page 725) 








budget. Neither should it be too large 
for fear that the burden will break the 
back of the entire budgeting scheme. 
After you have determined the proper 
amount, however, make it the first 
charge against your income—that’s 
important. 

There are several things that bud- 
gets should not be. For one they should 
not be too intricate or elaborate. The 
simple budgets bring the best results. 
Sometimes one is bitten too hard by 
the “budget bug.” This writer has 
seen budgets with as many as sixty 
items, each one carefully weighed and 
strictly adhered to but can never get 
away from the impression that the re- 
sults (while good) were hardly worth 
the effort involved. A budget should 
be a helper in the management of the 
household—not an added burden. 


Another defect in many budgets that 
have come to our attention is the lack 
of flexibility. In a sense a budget is 
a control, like the throttle of a loco- 
motive. Sometimes, for unforeseen 
reasons, the economic pressure be- 
comes so great that there is a tre- 
mendous strain placed on one’s fi- 
nances. Unless there is some means 
of taking up the slack, the budget is 
likely to break down under the strain. 
There must be a safety valve some- 
where. 


Some budgets have an “emergency 
account” for just this purpose. All 
savings that are effected from month 
to month are placed in this emergency 
account to be redistributed wherever 
and whenever the pinch is felt else- 
where. Other budgets that have been 
known to work out splendidly have a 


$10,000 


MADE ON ONE DEAL 


OSCAR C 


THAT IS THE EXACT AMOUNT 


Oscar C. Wyatt, 712 Spring Street, Los 
Angeles, California, made on the first 
deal he closed after reading Stanley 
McMichael’s new authoritative book on 


. WYATT 


real estate. Mr. Wyatt writes as fol- 
lows: “‘After reading several chapters of 
your book, I made a deal involving a 
commission of $10,000, which I could not 
have made had I not read your book.” 
As an investor, W. A. Bundy says: 
“This remarkable book, ‘How To Make 
Money in Real Estate’ written by a 
practical national authority, who him- 
self has made a fortune in real estate, 
is ‘worth its weight in gold’.” Detailed 
Descriptive literature FREE. Mail cou- 
pon NOW. 


STANLEY McMICHAEL, Publisher 
210 Realty Building (Our Own Home) 
Cleveland, Ohio 


ADDRESS ‘ 
EEE Vassosewesicinesescsaccene eee mrde) waanne 
OCCUPATION 





"TOL ST 
YOUR FUNDS PROFITABLY 


SIMPLY ask for this interesting and concise 
booklet, «*A’ Safe Guide to the Careful 


Investor,’? and whether you have $100 or 


many times that to invest, the suggestions 
we offer will prove to be of immeasurable 
value, 


There’s no obligation; the bopklet is free. 
But what you learn from it may mean an 
entirely new financial vision! 


Mail the coupon—then reach your own 
decision! 


aw \ WWW Za 
DAVENEORTRC RICH 


GENE INC INVESTMENTS 


DAVENPORT | & - RICH, Inc. 
W.S. Professional Bldg., Miami, Fla. 


You may send your booklet, **A Safe Guide to the Careful 
Investor,” for my consideration, 


Name 
Local 
Address 
City and 
State 














Preferred Stocks 


of 


Electric Light 
and Power 
Companies 
Dividends free from 


Normal Federal Income Tax 


We have prepared a Spe- 
cial List containing a num- 
ber of carefully selected 
issues in this group. The 








yields range from 7.00% 
to 7.50%. 


A copy of this list will 
be furnished investors 








upon request. 


MCDONNELL & CO. 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 


SAN FRANCISCO 























Chrysler Motors 
Common Stock 
Listed on N. Y. Stock Exchange 


We have prepared a circular on the 
stock of the company which presents 
unusual features. 





Copy upon request 


John C. Feys 


and Associates, Inc. 
Capital $1,000,000 
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Anglo & London Paris Nat. Bank 
Bancitaly Corporation 

Bank of Italy 

East Bay Water A Pfd 

Federal Brandes 

Great Western Power Pid 

Key System Prior Pfd 

Los Angeles Gas Pfd 

Pacific Telephone & Tel. Pfd 


Alaska Packers’ Assn 
California Packing 
California Petroleum 
Caterpillar Tractor, new 
Emporium Corporation 
Fireman’s Fund Insurance 
Foster & Kleister (cm.) 
Hale Brothers 

Hawaiian Coml. Sugar 


Home Fire & Marine.... 
Honolulu Cons, Oil 

Hunt Brothers Packing ‘‘A"’ 
aiuiinois Pacitic Glass ‘‘A"’ 
North American Oil 
Paraffine Commen 

Richfield Cons. Oil 
Schlesinger A Common 
Shell Union Oil 

Southern Pacific 

Sperry Flour Common 
Spring Valley Water 
Standard Oil of Calif 

Union Oil Associates 

Union Oil of California 
Union Sugar Common 
Yellow & Checker Cab ‘'A”’ 
Zellerbach Corporation 





San Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 


Bank and Public Utility Stocks 


Industrials and Miscellaneous 


RMP ANNES PT ANISINNDD 5.055.555 ob. 355. a 950 oH. 00 Be.0s 


r———1927__—. Last Sale 
High Low Feb. 3 
211% 195 205 
100% 93% 100% 
575 537 575 
9714 961% 97% 
10% 9% 9% 
104% 10314 104% 
64 60 62 
99% 9914 99% 
6.00 108% 106% 108% 


Div. Rate 


8.00 185 185 
6914 66 
33 30% 
29% 

36% 
9234 
13% 
36% 
50 
553, 
321% 
39% 
261% 
8456 
44 
118% 
261, 
22% 
30% 
110% 
48, 
10234 























369 Pine Street, San Francisco 
Stock Exchange Blidg., Los Angeles 





























Curb Securities 


We offer out-of-town Banks, Brokers 
and private investors, our unexcelled 
tacilities for executing orders in all 
Curb securities and invite correspondence 
on this subject. 








Abrahams, Hoffer & Co. 


Members N. Y. Curb Market 


29 Broadway New York 


Telephone Bcwling Green 1350 


regular allotment for “incidentals,” 
meaning the numerous small miscel- 
laneous items that spring up unex- 
pectedly from nowhere but must, 
nevertheless, be met. To be too liberal 
in the matter of incidentals, however, 
is to this writer’s way of thinking, not 
at all unlike cheating at solitaire. 
The actual allotment of the income 
is not a part of the budget, strictly 
speaking, but so closely related to the 
subject that it requires some comment 
here. By the way of generalizing, 
household expenses come logically un- 
der the supervision of the household 
manager—the wife. A checking ac- 
count for the sole and exclusive use 
of the wife is a splendid idea. Into 
this account (or fund if a checking 
account is not used) is placed the fixed 
amount for all household expenses 
called for in the budget and the bills 
are paid by check as far as possible. 
The cash payments can be recorded 
separately month by month and thus 
one has a systematic record of all 
major expenditures and can tell at a 


glance just how the household account 
stands. 

The investment fund is usually com- 
pletely segregated from all other funds, 
and if the “division of labor” suggested 
previously is adhered to one might ex- 
pect this account to be under the 
supervision of the titular head-of-the- 
house. A separate savings bank ac- 
count will accommodate the regular 
cash deposits and is available for re- 
investment into other mediums when 
the balance is large enough. Building 
& Loan shares are ideal investments 
for a portion of the budgeted allotment 
for savings and investment. Some- 
times, more than ordinarily efficient 
management of the household accounts 
will result in a balance. This surplus, 
if placed in the investment account, 
might well be considered as a house- 
hold credit to be available in the event 
of those sudden emergencies that are 
so apt to turn up from time to time. 
In fact, it is at the time of these 
emergencies that the whole idea of 
budgeting proves its real worth. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








——————E ACSC 
THE MINOR STEELS 
(Continued from page 717) 











¢ the more effective sales policies of 
‘he European steel cartel. Earnings 
f $5.28 a share in 1926 barely covered 
he $5 dividend on the common stock. 
in 1925 Gulf States earned $7.17 a 
share on the common compared with 
37.48 a share in 1924, $12.79 a share in 
(923 and $7.27 a share in 1922. 

When the pamphlet report for 1926 is 
ublished the balance sheet probably 
vill not reveal quite as good a financial 
standing as the statement as of Decem- 
ber 81, 1925, which showed 4.5 millions 
urrent assets against a little less than 
one million current liabilities and 1.1 
million cash and_ securities. Gulf 
States, however, cannot be regarded as 
in anything but a comfortable cash 
position. 

The dividend on Gulf States Steel 
common stock is not any too well pro- 
tected, on the other hand, and must be 
regarded as in danger. While the ratio 
of property values of capitalization is 
exceptionally favorable (Gulf States 
owns very valuable coal and ore lands), 
the company is not a large unit in the 
industry and its present unfavorable 
trade situation is made even more com- 
plex by the depression over the Cotton 
Belt where many farmers may econo- 
mize for a year or two in the buying of 
wire, one of the more important Gulf 
States products. 

Until the business outlook for Gulf 
States, individually, is more propitious 
the stock cannot be looked upon as a 
promising speculative purchase. If the 
dividend is discontinued in all proba- 
bility there will be a chance to buy it 
lower. 

Gulf States Steel common is dis- 
tinguished for its violent market be- 
havior, having at one time advanced 
from the 20’s to above 90 in a few 
months without the aid of any unusual 
company developments. If available at 
some future time in a buyers’ market 
the stock may have attractive long pull 
speculative possibilities for those who 
can afford a big risk and who are en- 
dowed with patience, for potentialities 
without doubt are inherent in the com- 
pany. 


REPUBLIC IRON While Republic 
& STEEL Iron & Steel 
with its small 
capitalization (about 4 2/3 tons per 
share) can return very large earnings 
in good times, its profits seem to slip 
away every time the steel industry 
enters a period when there is not 
enough business to go around. Recent 
property improvements have resulted 
in some reduction in costs and the 
plants, without doubt, are much more 
efficient than five years ago; but the 
financial community has little faith 
that the present large earning power 
could be maintained through a difficult 
period. 
Earnings of around $10.50 a share 


(Please turn to page 767) 
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LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, 
SUGAR, COTTON SEED OIL & PROVISIONS 


MEMBERS: 
Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 
Salt Lake City Stock Exchange 
Los Angeles Stock Exchange 
Montreal Board of Trade 
Pittsburgh Stock Exchange 
Duluth Board of Trade 
Francisco Stock and Bond Exchange 


PARTNERS: 
Ben. B. Bryan, Jr. B. L, Taylor, Jr. 
Louis V. Sterling J. J. Bagley Harry L. Reno 
James T. Bryan E. Vail Stebbins Parker M. Paine 
Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


Main Office—42 Broadway, New York 


BRANCHES: 
LOS ANGELES CHICAGO SEATTLE 
636 S. Spring St. Board of Trade Bldg. Dexter Horton Bldg. 
Biltmore Hotel Congress Hotel Olympic Hotel 
SANTA BARBARA CORONADO BUTTE MINNEAPOLIS WINNIPEG 
PASADENA HOLLYWOOD BILLINGS GRAND RAPIDS TORONTO 
LONG BEACH OMAHA OIL C MONTREAL 
SAN DIEGO DULUTH HOT SPRINGS QUEBEC 


FRENCH LICK SPRINGS AND OTHER POINTS 


New York Stock Exchange 

New York Cotton Exchange 

New York Produce Exchange 

New York Coffee & Sugar Exchange 
New Yerk Rubber Exchange 
Chicago Board of Trade 

Chicago Stock Exchange 

Boston Stock Exchange 


William F. Kane 


Ben. B. Bryan 
R. C. Jenkins 


SAN FRANCISCO 
Crocker Bldg. 
341 Montgomery St. 


o 





























Special 
Winter Vacation Offer 


To News Stand Readers 


Have The Magazine of Wall Street 
follow you on your Southern Trip 


To keep you in close contact with the situation, we are mak- 
ing a special vacation offer of 4 issues of THE MAGAZINE 
OF WALL STREET for $1.00, to include the numbers of 
February 26, March 12, March 26, and April 9. Use the 
coupon. 

You cannot afford to lose touch with 

the world of investment and business. 


(Address may be changed to your regular home address by sending three 
weeks’ notice.) 


COUPON 


THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.00. Send me the four issues beginning with Feb. 26, men- 
tioned in your Special Vacation Offer. My address for this period will be 


Address 
City 


Feb. 12-V 






















































Ten Basic 
Industries—No. 7 





OIL 


gasoline for autos and 
trucks, fuel oil for ships 
and power plants, lubri- 
cating oil for machinery 
of all kinds. 


When you buy “Shares 
in America” you become 
part owner of 24 leading 
companies, including: 












Standard Oil Co. of California 
Standard Oil Co. of Indiana 







Standard Oil Co. of New York 
Vacuum Oil Company 







Ask for Booklet No. 5 







Standard Oil Co. of New Jersey 








100 BROADWAY 
Telephone Rector 1060 
New Haven 












THROCKMORTON & Co. 


NEW YORK 


Oklahoma City 








































or Booklet 
No Obligation 
A Copy on Request. 











DUNHAM @CO 
Hanover Sq., New York, N.Y. 





New York Curb Market 






IMPORTANT ISSUES 
Quotations as of Feb. 1 


1927 Price Range 
-———_5, Recent 
Name and Dividend High Low Price 
Albert Pick Barth wif....... 18% 12% 18 
Aluminum Co. of Amer....... 72 70% 10% 


Amer. Gas & Elec. (1)ff.... 100% 68% 71 
Amer. Seating (3)........... 45 43 43 
Amer. Super Power A (1.2)t. 29% 27% 29% 
Amer. Super Power B (1.2)+. 30 28% 30 


ee La Caan eres 20% 18% 18% 
Colotexz Oo. (8) ..c.ccscrcoee 83 15 170 

Gonteif. Pipe (1)*........00. 18% 16% 16% 
Cities Service New (1.2)f.... 52 501%, 551% 
Cities Service Pfd. (6)f..... 92 91% 191% 
Consol. Gas of Balt.......... 52% 50% 51% 
Consolidated Laundries (2)*.. 225% 2044 20% 
CED BATE co cccscscsccccee 221%, 19 21% 


Curtiss Aero Pfd. (7)f....... 
Durant Moeotersf ..........00. 1% 5% 6% 





Elect. Bond & Share (1)}.... 72% 68% 68% 
Electric Investorst .......... 37 33 3454 
Fed. Purchase ‘‘A’’ (3)*..... a os 122% 
Fed. Purchase ‘‘B’’ (1)*..... 6% 5 5% 
Ford Motor of Canada (20)t. 424 411 416 
General Baking A (5)*...... 68% 56%, 57% 
General Baking B*........... 1% 5% 6% 
Gillette Safety Razor (3)f... 95 91% 92% 
Glen Alden Coal (10)f....... 179 166 169 
Goodyear Tire & Rubberf.... 31% 28% 30 
ge EE CE) ee 961%, 92% ied 
Happiness Candy Store (50c). 7 6 

Hecla Mining (2)f..........+ 15% 14% 14% 
International Utilities B..... 5% 3 4% 
Land Co. of Floridaf........ 36 264%, 26% 
Lion Oil & Refining (2)*.... 264 24 26% 
Metro Chain Storesff........ 838% 304% 30% 


Mountain Producers (2.40)t.. 26% 25 26 
New Mex. & Arizona Landt. 12% 11% 11% 





1927 Price Range 
-———“~—_~, Recen 
Name and Dividend High Low Price 
New Jersey Zinc............. 194% 184 185 
Nipissing Mining (60c)*...... 10% 8 95, 
Northern Ohio Powert........ 12% 9% 11% 
Pacific Steel Boiler* (1)..... 12% 12 121, 
Puget Sound P. & L.f....... 83% 30% 32%, 
Rand Cardex, new (3)....... 70% 57 68, 
Reo Motor (80c)f............ 23% 20 21% 
Rickenbacker Motors* *....... 14% 1 1 
Salt Creek Producers (2%)f.. 31% 30% 31 
Servel Corporation Af........ 9% 1% 91, 


Southeast Pwr. & Lt. newt.. 32% 30 303, 
So’east Pwr. & Lt. Pfd. (4)f 68 67% 67% 
es 17% «14 17% 
Tidewater Associated (1.2)t. 23% 21% 22% 
Tidewater Assoc. Pfd. (6)f.. 9534 985% 94% 


NE, SOE” Sh acucadennscsevee 8% 1% 1% 
Tobacco Products Exportt.... 3% 3% 8% 
Tubize Artif, Silkf........... 169 145 155 
United Electric Coal (1.10).. 264% 23 26 


STANDARD OIL STOCKS 


Continental Oil (1)t....... - 225% 20 21% 
Humble Oil (1.2)f........... 623%, 60% 59% 
International Pet. (50c)+.... 333%, 381% 382% 
Co) Baar 624%. 59% 61% 
Prairie Oil & Gasf.......... 554% 52 538% 
Standard Oil of Ind. (2.5)t.. 74% 671%, 10% 
Waounm Oli (5)... 6.00008 103 95% 100% 





Note: 

* Listed in the regular way. 

+ Admitted to unlisted trading privileges. 
tt Application made for full listing. 

| Bid price. 





RICES have been somewhat firmer 
P on the Curb during the past fort- 

night with the exception of the oil 
share section where interest has been 
lacking and prices fell off fractionally. 
The buying of oil stocks appears to 
be concentrating on the South Amer- 
ican companies at the expense of the 
domestic issues and the _ so-called 
Standard Oil stocks on the Curb ended 
the period at uniformly lower levels. 
A burst of activity was noted in Lion 
Oil and Refining which carried this 
issue into a new high for the new year 
although there appears to be no special 
reason for the run up. Nipissing 
Mines enjoyed a similar move accom- 
panied by rumors of new finds in one 
of the younger “far-North” gold fields 
—an event that seems quite unseason- 
able for this snow bound corner of the 
globe in mid-winter. 

The industrial shares exhibited a 
very mixed trend as has been so char- 
acteristic within recent months hold- 
ing, on the average, to a level virtually 
unchanged from previous weeks. In 
the public utility section price gains 
in nominal proportions were the rule. 
Cities Service issues both common and 
preferred were more active and sold 
to higher levels. 





Puget Sound Power & Light, recom- 
mended as a long pull speculative 
commitment in these columns under 
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380 when the dividend was passed, ap- 
pears to be going into strong hands. 
The character of the accumulation ap- 
pears to be that of more than less 
permanent account and has resulted 
in a modestly higher market valuation. 
Although there is still no official in- 
timation as to when dividends will be 
resumed, the present basis is by no 
means unjustifiable for a non-dividend 
payer on the basis of earning power 
alone. It is known that a good part 
of future financing will be made 
through the sale of stock instead of 
bonds and that the earnings not paid 
out are being used to good advantage 
through reinvestment in _ properties. 
An official of the company recently 
stated that the company’s budget calls 
for the expenditure of several million 
dollars for improvements during 1927 
and should the company elect to re- 
imburse itself for any part of these 
expenditures through sale of either 
preferred or common stock the ques- 
tion of dividend resumption would be 
in order. Under the present efficient 
management earnings continue to ex- 
pand, reflecting to a large extent 
new moneys coming from the liberal 
expenditures on the properties within 
the past few years. On an outright 
purchase and with no thought of a 
quick profit, the common is still re- 
garded favorably for long range en- 
hancement possibilities at its current 
level. 
















Keep Posted 


WHERE ARE THE PROFITS IN RADIO? 
If you want to reap some of the profits 
from this remarkable industry, you will 
want to read this interesting 24-page booklet 
issued by a prominent company, which will 





be sent free on request. Ask for 389. 


' COTTON 

| Are you interested in the activities of the 
Cotton industry? If so, you will be inter- 
ested in reading the Cotton Review issued 
by a Member of the New York Stock Ex- 
change and New York Cotton Exchange. Ask 
for 390. 


| INDUSTRIAL OAKLAND? 

4 This booklet will give you a survey of the 
exceptional opportunities, advantages and at- 
tractions that are offered Industrial and 
Commercial Enterprises in the most rapidly 
growing Industrial center in the Western 
Americas. Send for 382. 


THE STORY OF A GOOD MORTGAGE BOND 


This booklet explains in full the methods 
used by a conservative Florida first mort- 
gage real estate bond firm in guaranteeing 
8% on their bonds. Ask for 368. 


; INTERESTING FACTS 
about the development of one of the largest 
public utility systems in the United States 
will be found in this interesting free book- 
let. Ask for 380, 


| USE OF OPTIONS 


The exceptional profit possibilities in Stock 
Options and their uses to supplement margin 
and for protection against losses in the Stock 
Market fully explained in a free circular. 
(284) 


HOW TO GAIN INDEPENDENT MEANS 

AND A LIFE INCOME 
Presents the details of eleven plans whereby 
the investor can acquire financial worth of 
from $8,815 to $65,719 by the systematic 
investment of from $10 to $100 monthly. 
Figures verified by Haskins & Sells, Certi- 
fied Public Accountants. For a free copy 
of this booklet, ask for 344. 


8% AND SAFETY 
To hasten the rapid growth of Florida, the 
rate for first mortgage bonds in that state 
is 8%. This interesting booklet tells why 
they are safe. (322) 


MAKING PROFITS IN SECURITIES 


A valuable 40-page booklet, pointing out 
sound methods to use, also pitfalls to avoid, 
in buying and selling stocks for profit. Ask 
for your free copy, No. 377. 


THE PRUDENCE PARTIAL PAYMENT 
PLAN 


An interesting booklet describing how guar- 
anteed first mortgage Prudence Bonds may 
be purchased in small installments. Special 
features of the booklet are the chart which 
shows how money grows and the fact that 
cm partial payments draw 5%4% interest. 
(316) 


OVER THE COUNTER 
Opportunities which constantly crop up in 
bigh grade over-the-counter securities are 
analyzed in a house organ issued bi-monthly 
by an unlisted securities house. Copies 
mailed or request. (373) 


FOR INCOME AND FOR PROFIT 


A booklet that should interest you. Ask 
for 364. 


ODD LOTS 
A well known New York Stock Exchange 
firm has ready for free distribution a book- 
let which explains the many advantages 
that trading in odd lots offers to both small 
and large investors. (225) 





; AN INVESTOR’S CATECHISM 


A booklet which describes without bias the 
weak and strong points of various types of 
investment, including stocks and_ bonds. 
Ask for 384. 


“PUTTING YOUR DOLLARS TO WORK” 


Several simple, yet fundamental, principles 
should govern the planning and building of a 
Personal bond investment reserve. A new 
booklet issued by The National City Com- 
pany discusses these principles in detail. 
Ask for your free copy. 
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(Continued from page 765) 

last year, following profits of $6.88 a 
share in 1925, encourage the belief that 
an increase in the $4 dividend rate, 
initiated last year, may be ordered. 
Financial position at the close of 1926 
probably was even stronger than at the 
close of 1925 when current assets were 
27 million against 5.1 million current 
liabilities and the company had 6.5 mil- 
lion in cash and securities against 12.9 
million inventories. The expansion and 
improvement program, which has in 
recent years absorbed such a large per- 
centage of net earnings, now is nearly 
completed. 

Republic also is mentioned as a 
merger candidate, gossip having it that 
the company may be consolidated into 
Youngstown Sheet & Tube—something 
which probably would be fully as much 
to the advantage of the Republic people 
as anything that could happen. The 
stock market, however, refuses to en- 
thuse a great deal over the possibilities 
in the common which is selling around 
61 to yield 6.6% in spite of the fact 
that last year’s earnings were more 
than 2% times dividend requirements. 

The 7% preferred stock is a good 
business man’s risk, but cannot be 
given an investment rating because of 
the highly irregular dividend payments 
made on it over a period of 27 years. 
At around par it is not any more at- 
tractive, in the writer’s opinion, even 
as an investment, than Crucible Steel 
common, the yield on which is a trifle 
higher. 

The common is a fair speculation for 
those who can afford to assume a big 
risk; for, if the present prosperity of 
the steel industry continues, it will be 
in line for a dividend increase; and, if 
the merger with Youngstown should go 
through on advantageous terms, there 
might be a very nice market play in it. 
As a permanent holding, on the other 
hand, assuming there is no merger, it 
has little to recommend it. 


SLOSS-SHEFFIELD 
STEEL & IRON 


Sloss-Sheffield, 
strictly speak- 
ing, is not a 
steel manufacturer, but the largest 
producer of merchant pig iron, having 
an annual capacity of about 600,000 
tons. Aided by its facilities to dispose 
profitably of by-products such as gas 
and slag, it is one of the lowest-cost 
makers of iron in the United States, 
perhaps the lowest cost maker. All of 
its properties are located in the Birm- 
ingham district, and the 11 blast fur- 
naces are amply supplemented by own- 
ership of coal reserves and iron ore. 
Consolidated funded debt is $7,277,- 
000, all due on or before August 1, 
1929, and is being reduced regularly 
from earnings. There is an issue of 
67,000 shares of $7 non-cumulative 


‘preferred stock ahead of the common 


of which there are but 100,000 shares 
outstanding. Interest and preferred 
dividend requirements are but $1.45 
per ton of rated capacity, while each 
share of common has a capacity of six 
tons back of it. 

Although Sloss-Sheffield does not 
issue interim reports, fairly reliable 


leg pains? 
to the vital prostate 


New Facts About 
The Prostate Gland 


Do you think it is natural for a man to 
suffer at or beyond a certain midde age? 
In men past 40, do you know that these 
symptons are often the direct result of 
prostate gland failure? Are you aware that 
these symptoms frequently warn of the 
most critical period of a man’s life, and 
that prostate trouble, unchecked, usually 
goes from bad to worse—that it frequently 
leads to months and even years of fruit- 
les treatment and even surgery—that it 
even threatens life itself? 


Free to Men Past 40 


No man past 40 should go on blindly blaming old age for 
these distressing conditions. Know the true meaning of 
these symptoms. Send for a new, illustrated and intensely 
interesting booklet, ‘‘Why Many Men Are Old at 40,” 
written by a well-known American Scientist, and see if 
these facts apply to you. 


Natural Method 


There is little or nothing that medicine can do for the 
prostate gland. Mussage is annoying, expensive and not 
always effective. Now this scientist has perfected a 
totally different kind of treatment that you can use in the 
privacy of your own home. It employs no drugs, medicine, 
violet rays, diets or exercises. It stimulates the vital pros- 
tate gland in a new natural way, and it is as harmless as 
brushing your hair. 25,000 men have used it with re- 
markable results. 


Swift Natural Relief 


Letters pour in from every state and from many foreign 
countries. Now physicians and surgeons in every part of 
the country are using and recommending this non-medical 
treatment. So directly does this new safe treatment go to 
the prostate gland that noticeable relief often follows over- 
night. So remarkable are the results that you can test it 
under a guarantee that unless you feel 10 years younger in 
6 days you pay nothing. 


Scientist’s Book Free 


Send now for this Scientist’s free book and learn these 
new facts about the prostate gland and old age ailments. 
This book is sent without cost: or obligation. Simply mail 
the coupon to W. J. Kirk, President, 4466 Main St., 
Steubenville, Ohio. 





W. J. Kirk, Pres., 

4466 Main St., 

Steubenville, Ohio. 

Without obligation, kindly send me a free copy of 
‘“‘Why Many Men Are Old at 40.” 


City State 
Western address: Suite 44-J, 303 V. 
Los Angeles, Calif. 


an Nuys Bldg., 
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Building and Loan 


pon Certificates 
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Payable in New York, 
San Francisco 


or Los Angeles 


Under State Supervision. 
ominations as low as $100. 

Non-fluctuating, stable, safe, 

convenient, convertible. 


Legal for Trust Funds, 
Write for full details. 


Guaranty 


BUILDING & LOAN 


eo oe 
Association 
6335 Hollywood Blvd. 
LOS ANGELES 


Ask us anything about Los Angeles 


BG 


Guaranteed Income 
Share Certificates 


Are you seeking securities that 
really guarantee, not only your 
principal, but the payment of 
5%4% annually? If so, you will 
be interested in our 534% Guar- 
anteed Income Share Certificates 
which are 


Guaranteed 


as to Principal and 544% An- 
nual Interest—Dividends from 
date of issue. (Under terms of 
the “Shareholders’ Agreement of 
Guaranty”, a copy of which will 
be furnished on request.) 


Payment of Principal without 
discount on 60-day notice, sub- 
ject to New York State Bank- 
ing Law. 


These Certificates can be bor- 
— on up to 90% of withdrawal 
value. 








































Issued in Multiples of 
$100 to $10,000 
Send for detailed information 


BANKERS LOAN & INVESTMENT (0 


A SAVINGS AND LOAN ASSOCIATION 






Established 1890 
Dept. H, 34 Pine Street 
New York City 






sources place the 1926 net at about $17 
a share for the common stock. This 
compares with $15.10 share in 1925, 
$10.47 in 1924 and $20.22 in 1923. In 
the past four years Sloss has earned 
about $62.79 a share, or more than in 
any four war years, adding about $44 
a share to profit and loss surplus. The 
present surplus is equal to about $105 
a share. 

At the close of 1925, current assets 
were 6.3 millions against 1.2 million 
current liabilities and cash holdings 
were over 3 millions compared with but 
1.8 million inventories. At the end of 
1926 cash and working capital should 
have been even larger, but the exact 
figures will not be known till publica- 
tion of the annual report. 

Many have been disappointed at the 
failure of the directors to adopt a more 
liberal dividend policy. The seemingly 
ultra conservative dividend of $6 a 
share has not been raised because of a 
desire to reduce the funded debt and 
because a tax claim of around a million 
dollars is yet to be settled. The con- 
servative dividend policy, however, has 
not prevented the common stock from 
rising from the 50’s at the time divi- 
dends were resumed in 1924 to a high 
of 142% last year. 

Obviously, Sloss-Sheffield common 
has stock dividend possibilities of a 
most enticing nature. At around 125 
its speculative possibilities do not seem 
exhausted from a long-pull viewpoint, 
but, for the present, is in a vulnerable 
position in view of the weaker position 
of steel shares generally. 





YOUNGSTOWN 
SHEET & TUBE 


Of Youngstown 
Sheet & Tube 
Company’s an- 
nual steel ingot capacity of more than 
3,000,000 tons, about 75% is located in 
the Youngstown district and about 25% 
in the Chicago district. While the cor- 
poration makes practically everything in 
the steel line, being the third largest 
producer in the United States, it has 
specialized more on pipe than any 
other independent steel company, pro- 
ducing approximately the same _ ton- 
nage of tubular goods as the United 
States Steel Corporation. Since the 
margin of profit in pipe usually is 
larger than the margin of profit in 
other steel goods, here is an important 
element to consider in discussing the 
company’s securities. Leadership in 
pipe naturally has drawn Youngstown 
more and more into the oil field supply 
business. 

As expansion has been largely from 
earnings, Youngstown Sheet & Tube 
has a most reasonable capitalization. 
Interest charges on the $67,818,000 
funded debt and regular dividend re- 
quirements on the 142,411 shares of $7 
cumulative preferred stock together 
amount to a little more than $5,000,- 
000, or to about $1.68 per ton on ingot 
capacity. Each share of common stock 
(there are 987,606 issued) has back of 
it a manufacturing capacity of 3.04 
tons. 

After preferred dividends and inter- 
est, Youngstown in 1926 earned about 

(Please turn to page 772) 
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NATIONALUNION 
MoRTGAGE BONDS 


5, 10 and 20 Year Maturities 


PROTECTED by the irrevocable guar- 
antee of the underlying mortgages by one 
of the four following Surety Companies: 


U.S. Fidelity & Guaranty Co. 
Maryland Casualty Co. 
Fidelity & Deposit Co. 


Baltimore 


National Surety Co. 
New York 


Survey the entire investment field and you 
will find no form of security more attrac- 
tive or more admirably suited to the average 
need than these protected mortgage Bonds. 


Send today for our descriptive booklet 
“Why a National Union for Safety.” 


National Union Mortgage Co. 


Baltimore. Maryland 
Mackubin, Goodrich & Co. 


Baltimore, Maryland 
Established 1899 Fiscal Agents 


TT Ir 


“Good First Mortgage Bonds” 
Send for this booklet 


Ee VRAUGIEL 


BOND & MORTGAGE CORPORATION 
































143 Montague St., Brooklyn, N. Y. 

















Preference Certificates 


At $11.50 p Fr Share 
To Yield 7% 


The North Ameriean Mortgage 
and Building Corp. 
299 Broadway New York 








We will be glad to recom- 
mend to you a reliable 
Building & Loan Associa- 
tion in any part of the 


This ser- 


vice is gratis as we recog- 


United States. 


nize the importance of 
having our readers deal 


with reliable associations. 
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Building & Loan Associations 


We will be glad to answer any questions regarding Building & Loan Associations 
in any section of the United States. Address Building & Loan Ass’n Dept., 
c/o The Magazine of Wall Street, 42 B’way, New York City 
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Oklahoma 









5-Year Full-Paid Time _ Certificates. 
Issued in bond form. Amounts, $50 
to $10,000. Interest coupons attached. 
Protected by the safest mortgages 
known—conservative loans on _ hun- 
dreds of modern, city homes. And 
further protected by our permanent 
capital. Under State supervision. 
Write for Folder “C.” 


Silver State Bldg. & Loan Assn. 
1648 Welton St., Denver, Colo. 


Member Colorado State League and United States 
League of Building and Loan Associations. 


; - 
. Payable Quarterly 

( Guaranteed 
, Income 











Texas 








7% Cash Dividend 
Certificates. 


Dividends Fb July 1st and January 
Ist. All Funds may be withdrawn with- 
out deduction at any time, subject to right 
to require 30 days’ notice. 

Issued in any multiple of $500.00. Safety 
assured by Old Line Building & Loan 
Plan, under State Supervision. Our Loans 
average only 46.7% of the appraised value 
of improved real estate security. 

Ask for Literature. 


NORTH TEXAS BUILDING & 
LOAN ASSOCIATION 


708 Ninth St. Wichita Falls, Texas 
Assets exceeding, $1,300,000.00 








YOU CAN’T RETIRE ON 
WHAT YOU SPEND 


8% Compounded semi-annually 

Ask for folder. 

| Security Building & Loan Ass’n. 
San Antonio, Texas 


















7% and 8% Earnings 
Ask for Booklet, “Where Dollars 
Grow” 

Resources $3,000,000.00 
San Antonio Bldg. & Loan Assn. 
San Antonio, Texas 


















FLORIDA’S SAFEST 
INVESTMENT 


Lakeland Building and Loan Association 
Capital, $2,000,000.00 
RETURNS 8% WITH 
100% SECURITY 


Shares for. sale at par, $100.00 per share, 
without bonus or commission of any kind. 
Pays 8 per cent per annum, in quarterly 
installments of 2 per cent, January first, 
April first, July first, and October first of 
each year. Owners of these shares have no 
taxes to pay, no insurance to look after and 
no titles to bother with. Money available any 
time and no notice of desire to withdraw is 
required. : 


Let Us Send You Booklet 
LAKELAND BUILDING AND 
LOAN ASSOCIATION 
Box 35 LAKELAND, FLORIDA 














Alabama 





8% on Monthly Savings 


8% on Fully Paid 
Certificates 


in amounts from $50.00 to $5000.00, 
withdrawable on thirty days notice. 
Secured by First Mortgages on 
Homes not to exceed 60% of valu- 
ation. 


ALABAMA MUTUAL BLDG. & 








LOAN ASSOCIATION 
2012 Fourth Avemue, Birmingham, Ala. 








New York 













SERIAL 


BUILDING LOAN & SAVINGS INSTITUTION 
195 Broadway, N. Y. C. 
Supervised by N. Y. State Banking Dept. 


5% and 6% 
Regular Systematic 
Savings Savings 


Booklet upon request 


170 Fulton St. 





















vestors January 1, 1927. 
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Masonic Bldg. 
Ponca City, Oklahoma 


Ponca City Building and Loan Co 
Ponca City, Okla. 







Gentlemen: 






annual Report. 





Address 


eee ewe wwe eee eee ee eee 


let Us Send You One 


Our Sixteenth Semiannual 
Report will be off the press 
about January 20th. This re- 
port gives a great deal of in- 
teresting information regard- 
ing the $200,000.00 in semi- 
annual interest dividends 
which we are paying our in- 


Your name and address on 


will 
bring you a copy of this 


Ponca City Building & Loan Co. 


Please send me your Sixteenth Semi- 





























or lump sums; Safety; Rea 


Send for Details. 


on investments; in wee 
i state Se 
curity; Tax Exempt; State Supervision. 


bs 4 % COMPOUNDED 
Semi - Annually 


Okmulgee Building & Loan Ass’a 
Okmulgee Oklahoma 

















% Tax Exempt 
© Details Free 


Industrial Bldg. & Loan Assn. 
26 W. 5th Street Tulsa, Okla. 





Invest Your Earnings At 
First Real Estate Loans 
State Supervision 7 % 











Indiana 














We will be glad to recommend to you a reliable Building & 


Loan Association in any part of the United States. 


This 


service is gratis as we recognize the importance of having 
our readers deal with reliable associations. 


6% Interest 


payments or lump sums, 


Shares $100.00 each 











Compounded semi-annually, on Invested funds, In monthly 


Under state supervision and controlled by bank directors. 


The Logansport Building & Loan Association 
Logansport Indiana 
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PUTS & CALLS 


If stock market traders under- 
stood the advantage derived from 
the use of PUTS & CALLS, 
they would familiarize themselves 
with their operation. 


PUTS & CALLS place a 
buyer of them in position to take 
advantage of unforeseen happen- 
ings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 


Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 

















20 BROAD ST. NEW YORK 
3860 
Phones, Hanover: <e 
| 3863 
SHORT TERM 
8% BONDS 


Maturities—2 to 8 years; 


Security— First Mortgages on new, 
income-producing buildings; first 
lien on income; monthly advance 
payments on interest and principal 
collected from the borrower by 
trustee; 

Trustee: Trust Company of Flori- 
da operating under state banking 
supervision; 

Record: No loss to any inwestor 
since this business was founded in 
1909. 


Free Booklet: Mailed on request. 


First Mortgage Bonds at 8% 
$100 Bonds, $500 Bonds, $1000 Bonds 
Partial Payments Arranged 


wre wy 


‘TRust COMPANY or FLORIDA 


Paid-in Capital and Surplus 'too coe 


MIAMI, FLORIDA 
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StocK MARKET AVERAGES 


D 25 RAILROADS 
B 25 INDUSTRIALS 


COMBINED AVERAGES 
OF 25 R.R.& 25 INDLS 





| 








MARKET STATISTICS 


N.Y.Times Dow, Jones Avgs. ——-50 Stocks 
20 Rails High Low 


40 Bonds 20 Indus. 


Thursday, Jan. 20.. 90.68 155.16 
Friday, dan. Z1.... 90:71 155.51 
Saturday, Jan. 22.. 90.80 155.17 
Monday, Jan. 24... 90.72 154.43 
Tuesday, Jan. 25... 90.68 152.73 
Wednesday, Jan. 26 90.68 153.36 
Thursday, Jan 27.. 90.61 153.13 
Friday, Jan. 28.... 90.55 153.86 
Saturday, Jan. 29.. 90.60 155.18 
Monday, Jan. 31... 90.59 156.41 
Tuesday, Feb. 1... 90.62 156.26 
Wednesday, Feb. 2 90.68 154.80 


N. Y. Times 





122.51 139.61 138.53 
122.56 139.67 138.62 
122.20 139.55 138.30 
121.95 139.11 137.54 
119.88 138.16 135.85 
120.41 137.90 136.05 
119.61 137.43 135.82 
119.29 137.02 135.85 
120.23 137.87 136.73 
120.83 138.99 137.73 
120.76 139.50 138.25 
122.65 140.33 138.49 


Sales 


1,312,175 
1,579,900 
1,097,330 
1,859,340 
2,051,301 
1,426,815 
1,227,693 
1,206,070 

703,770 
1,356,700 
1,496,220 
1,858,890 








_ AVERAGE PrIcE OF 40 Bonps 


2122 1923 —v— 1924 —>~— 1925 —1>— 1926 —-— 


_—— 1925 








25 RAILROADS 

8& INDUSTRIALS 

4 STREET RAILWAYS 
2 PUBLIC UTILITIES 
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Books You Can Use 


Every Day in the Year 
Announcing 


The Businessman— 
Investor’s Library 





Four Volumes—All New Material— Never Before Published 





Vol. 1: The Investor’s Dictionary. 


Vol. 2: 
Vol. 3: 
Vol. 4: 


Necessary Business Economics for Successful Investment. 
Cardinal Investment Principles Upon Which Profits Depend. 
Principles of Security Trading for the Business Man. 





The editors of THE MAGAZINE 
OF WALL STREET have an un- 
rivalled opportunity for judging 
the needs of the men and women 
who face the task of managing 
their funds for income and profit, 
—no matter whether this means 
their first $500 or a great estate. 
If the average investor possessed 
the proper background of under- 
standing, many of the dilemmas 
which our subscribers bring to us 
would never have come about, and 





Written By Experts. 
Direct, Positive Help in Solv- 
ing Correctly Every Prob- 
lem Connected with Person- 


al Investment and Finance. 


After more than a year’s prepara- 


tion, we announce the Business- 
man—lInvestor’s Library. These 
four volumes give exactly the 


knowledge of economics, market 
practices and methods of selecting 
and handling securities which every 
investor requires,—no matter 
whether he is a long-swing holder 
of bonds and stocks or a day-to- 


day operator. © 
They are written in plain, business 
English, thoroughly _ illustrated, 


durably bound, in flexible covers 








our readers would not have to 
spend time, effort and worry in attempting to retrieve 
money losses. 


stamped in gold, and are in every 
way a guide and an inspiration to independence an 
achievement. 





Investing and Trading and 





Apply the principles given in these four books to your own 


watch your profits GROW. 








Vol. 1: The Investor’s Dictionary 


487 Words and Expressions Clearly Defined. Includes every word or 
phrase used in security transactions,—such as ‘‘cumulative,’’ ‘‘rights,’’ 
‘‘allotment,’’ ‘‘amortization,’’ ‘‘balance of trade,’’ ‘‘callable,’’ ‘‘first 
and refunding,’ ‘‘good delivery,’’ ‘‘index number,”’ etc., etc. The art 
of distinguishing exactly between securities and concerning market 
operations, requires a clear idea of every item dealt with. This book 
Sweeps away the vague notions which so often cause mis-steps. It 
clears up many points which have been feared because they were not 
understood, and meets the needs of every investor, 


Vol. 2: Necessary Business Economics for 
Successful Investment 


Tracing movements which began long before the days of recorded 
history, this book sets forth the significance of such fundamentals as 
supply and demand, under-production and over-production, the effect 
of good and bad crops, the ebb and flow of credit, and similar factors 
which can be turned to good account by those who are wise enough 
to recognize the signs and take advantage of the trend. 


3: Cardinal Investment Principles 


Upon Which Profits Depend 


Taking up the economic factors developed in the preceding volume, 
this book squarely faces the question of setting one’s own financial 
house in order. In short, making your plan and working your plan 
after it is made. For the man who is forced to confess that he has 
no clearly thought out schedule for the future, this volume will bridge 
many spots which could otherwise be covered only through costly 
experience, not to speak of the ever-present danger of disaster. 


Vol. 


Vol. 4: Principles of Security Trading for 
the Business Man 


Thore is nothing about the purchase or sale of securities which cannot 
be easily mastered by the average business man,—even though he is 
able to give the subject only incidental attention. The routine details 
are simple. But in no business must the rules be adhered to more 
closely, This book describes evory step. It is at once a guide to 
the beginner and a source book for the experienced operator. 100% 
helpful. 


These four books represent a fund of essential information which will be of 
tremendous help to the friend to whom you present them, or to you personally. 
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Why they can’t stop 


FLORIDA! 


@ The flood of humanity flowing 
Floridaward is as irresistible as 
the flow of lava. Wild specula- 
tion could not stop the inevitable, 
vibrant development of this “‘Last 
American Frontier.” ‘* Oppor- 
tunity’’ has made Florida his 
home — he invites you to enter 
and prosper with him. Just why 
he has gone to Florida; why 
thousands of others have gone 
and why still greater thousands 
are sending their money to work 
for them is explained in a graphic, 
gtipping story of an irresistible 
force. n 

@ You may read this story by filling 
in the attached coupon and mail- 
ing it. There is no charge or 
obligation. 





THE FILER-CLEVELAND CO. 

129 Northeast First Street, Miami, Florida 
Please send me, without charge, the booklet: 
“The Great American Movement” 
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Rates are lower than you 
would expect for a fire proof, 
seentrally located resort hotel, 
offering exceptional service. 
Fruita, vegetables, dairy and 





pee Asa, 


atres are within walking dis- 
tance. Lake Worth's yachting 
and the colorful panorama of 
Palm Beach in all its glory 
ie before El Verano. Write 
for our illustrated booklet. 
—~. 0. W. DONNELL, Mer. ? 
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CITIES SERVICE 


We have, for free distribution, a booklet 
ing on the current activities and 
various divisions of this 


A copy upon request 


Newburger, Henderson & Loeb 
1512 Walnut St., Philadelphia 
100 Broadway, New York 
Member N. Y. & Phila. Stock Exchanges 





(Continued from page 768) 

$14 a share compared with $12.38 in 
1925, $7.69 in 1924 and $15.82 in 1923. 
In spite of the large per share earn- 
ings indicated the management has not 
increased the dividend rate beyond $4 
per annum. The directors have elected 
rather to finance a $20,000,000 expan- 
sion and improvement plan from earn- 
ings. It is understood that this expan- 
sion is about completed. At the end of 
September, after giving effect to sub- 
sequent financing, current assets were 
81.9 millions against 17.2 current lia- 
bilities and holdings of cash and securi- 
ties amounted to 13.6 millions against 
45.2 inventories. In only one year in 
the past 21 (1921) has the income ac- 
count failed to reveal a profit for the 
common stock, and the common has 
been on a dividend basis continuously 
for 20 years. 

Youngstown Sheet & Tube is a well 
rounded enterprise, controlling coal and 
ore reserves sufficient for many years 
as well as the manufacturing proper- 
ties already mentioned. All of its 
securities are entitled to high ratings 
in their respective clossifications. 

While the common at around 88 re- 
turns but 4.6% on the investment as a 
$4 issue, net earnings last year were 
about 16.8% of this quotation. As a 
conservative speculation this issue has 
as much to recommend it as any inde- 
pendent steel common stock. 





WILL THE NICKEL PLATE 
MERGER EVER BE? 


(Continued from page 700) 





they have no direct representative on 
the board of that company and none at 
all on that of the Pere Marquette. This 
notwithstanding the fact that large ad- 
ditional blocks of the stocks of those 
two companies, and likewise of the C. & 
O., are said to have been purchased in 
the open market and held by powerful 
financial interests for the account of 
the Van Sweringens, as already indi- 
cated. 

It is believed that those purchases, 
together with former personal holdings 
of the Van Sweringens and of the vari- 
ous holding companies that they con- 
trol, are sufficient to give them absolute 
control of the Chesapeake & Ohio, Erie 
and Pere Marquette. Of course, they 
have had such control of the Nickel 
Plate all along. 

‘ If this is so, obviously they would 


“have no difficulty in electing enough 


directors in the Erie and Pere Mar- 
quette to give them control of those 
boards as well. They have had such 
control of the Chesapeake & Ohio for a 
long time. 

The best guess in railroad and bank- 
ing circles at this writing is that such 
action will be taken. In the same cir- 
cles it has been suggested that another 
merger plan, with an exchange of se- 
curities and the leasing by one holding 
company of the other railroad compa- 
nies is not likely to be attempted. 


Does this mean that the entire 
gigantic merger scheme will be given 
up? This is regarded as practically 
inconceivable. The thousands of shares 
and even hundreds of thousands of 
shares of stock in the different compa. 
nies that have been acquired by the 
Van Sweringens could not be sold in 
the open market, except over an ex. 
tremely long period, without seriously 
depressing prices and resulting in tre. 
mendous losses for the Cleveland 
brothers, who, it was reported, would 
have made, with their associates, a 
clean profit of about $80,000,000 if their 
original merger plan had gone through, 

Is there any large railroad system or 
group of railroad systems that would 
take these hundreds of thousands of 
shares of stock in the four companies 
off the hands of the Van Sweringens 
privately? So far, there has been no 
intimation of any such inclination. It 
should be stated, also, that there has 
been no intimation that the Van Swer- 
ingens wanted to sell, notwithstanding 
all the obstacles with which they have 
had to contend. 

On the contrary, the idea prevails in 
certain railroad circles that the broth- 
ers will make application to the Inter- 
state Commerce Commission for author- 
ity for the four companies to buy the 
shares, one of the other, now said to 
be held by powerful financial institu- 
tions. It is suggested that if this were 
to be done am inter-company ownership 
would be established and a _ unique 
method of control brought about. 

If the desired authority were to be 
given by the I. C. C. it is further sug- 
gested that the next logical step would 
be for the Van Sweringens to attempt 
to operate the four properties as a 
gigantic investment for themselves, a 
few powerful business associates, and 
likewise for the four companies. It is 
believed that this would be accomplished 
by constituting the present chief execu- 
tive and operating officials a sort of 
operating committee that would do 
things “for the common good” of all the 
companies. 

Railroad men who have followed the 
Nickel Plate merger situation from the 
start to the present moment are confi- 
dent that in these new proposals, if 
they were to be adopted and put into 
effect, the Van Sweringens would en- 
counter fresh obstacles that might 
prove still more troublesome and 
baffling than any which they have at- 
tempted to hurdle in connection with 
their two merger plans and the numer- 
ous modifications thereof said to have 
been made. 

The Nickel Plate, Chesapeake & Ohio 
and Pere Marquette are in a position 
financially to buy the shares of the vari- 
ous companies other than their own. 
The Pere Marquette is said to be able 
to purchase in the neighborhood of 
$20,000,000 such stock. The Erie could 
not buy any considerable amount of 
stock of any one of the companies. This 
would seem only another way of saying 
that if the scheme were to be made ef- 
fective, the other three would all have 
to divide up Erie shares between them. 

Would they? “Aye, there’s the rub.” 
Already representatives of the Chesa- 
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peake & Ohio minority have given 
numerous reasons why their company 
should not buy and hold Erie. There 
is good reason for believing that the 
present management of the Pere Mar- 
quette, headed by E. N. Brown, chair- 
man of its board, would also vigorously 
oppose putting any considerable amount 
of that company’s surplus funds into 
Erie shares. 

It might be noted in passing that the 
present management of the Pere Mar- 
quette, which seemingly is running the 
company as a minority, owns in the ag- 
gregate a substantial amount of Pere 
Marquette shares of the three ciasses, 
which could easily constitute the nu- 
cleus of a formidable minority move- 
ment if the Van Sweringens should at- 
tempt anything regarded as prejudicial 
to their interests. 

Perhaps neither they nor the Chesa- 
peake & Ohio minorities nor the minor- 
ity representing Erie preferred shares 
could prevent such purchases, but they 
would be likely to put all sorts of ob- 
stacles in the way of the consummation 
of the reported and novel inter-com- 
pany owning and operating plan. 

It has been suggested likewise that 
if it were to be put in effect the idea 
would be to operate the properties for 
the so-called “common good” of all the 
roads. In the opinion of the minorities 
in the four companies, quite likely this 
would be regarded as meaning essen- 
tially and actually the majorities, to a 
great extent. 

The question naturally arises, 
“Would the stockholders of the four 
companies as a whole, and more par- 
ticularly, perhaps, minorities, fare bet- 
ter under such a plan than if either of 
the Nickel Plate merger plans had gone 
through, or as they are now, without 
any merger plan in effect, or even in 
sight, so far as may be known from 
a definite official announcement?” 

This is not easy to determine. The 
opinion has prevailed in conservative 
circles for some time that the financial 
structure of the proposed new Nickel 
Plate was becoming topheavy by reason 
of the additional concessions made to 
the stockholders of the Chesapeake & 
Ohio, Erie and Pere Marquette from 
time to time. 

The latest modified plan of which 
there is any definite knowledge, as did 
the original plan, proposed certain divi- 
dend returns to the different classes of 
stockholders in the four companies if 
they exchanged their shares for those 
of the new Nickel Plate company in ac- 
cordance with the terms outlined. Many 
reports have been published to the ef- 
fect that privately not a few of these 
terms have been changed from time to 
time. The terms of the modified plan 
never were made public officially. It is 
not possible, therefore, now, in the ab- 
sence of a recently revised official state- 
ment, to know just what the different 
classes of stockholders would have re- 
ceived if the plan had not expired on 
Feb. 1. 

It is possible to know about what 
the earnings of the four companies 
were for 1926 and the dividends paid 
for that year are already on record. 

On the basis of preliminary figures 


FEBRUARY 18, 1997 


We Offer The Small Investor 


an opportunity to Participate 
in an Unusual UNDERWRITING SYNDICATE 


Participation in an 


unusual 
individual, or group of investors. 





enterprise is offered an 


The Company owns basic patents, domestic and foreign, on 


products with a world-wide market. 


The articles being manu- 


factured are popular-priced, and combine novelty and utility. 

In the past two and one-half years the Company has 
developed and perfected these articles, and has already con- 
tracted with some of the largest distributors in the United 
States to handle the Company’s present and future products. 

Our estimated profits are sufficiently large to justify the 
statement that the net earnings the first year will be more than 
equivalent to the entire amount we require. These figures have 
been checked by a Certified Public Accountant. 

The Company owns its own tools and dies, and has a well- 


balanced organization. 


The demand for our articles is greater 


than our present output, and the new financing is necessary in 


order to carry out our plans. 


The total amount of money necessary is $90,000.00. Sub- 
scriptions will be received in units of $450.00 each. One unit 
entitles the holder to four (4) shares of 8% Cumulative Pre- 
ferred Stock and one (1) share of Common Stock. 

The Syndicate subscriptions to be negotiated through our 


bank. 


Owing to the limited amount of the offering the applica- 
tions will be considered in the order received. 
We will be glad to furnish full details on request. 


Syndicate Manager 
Box 89, Care The Magazine of Wall St-eet, 42 B’way, New York City 
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Dividends 


Dividends 





International Petroleum 
Company, Limited 


Notice of Dividend No. 13 


NOTICE is hereby given that a dividend of 
25e. United States Currency per share has been 
declared, and that the same will be payable on 
or after the 15th day of February, 1927, in 
respect to the shares specified in any Bearer 
Share Warrants of the Company upon presenta- 
tion and delivery of coupons No. 13 at the fol- 
lowing banks: 

The Royal Bank of Canada, 

60 Church Street, Toronto 2, Canada. 
The Farmers’ Loan and Trust Company, 

22 William Street, New York, N. Y. 
The Farmers’ Loan and Trust Company, 

15 Cockspur Street, London, S. W. 1, 

England. 
OR 


The Offices of the International Petroleum Com- 
pany, Limited, . 

56 Church Street, Toronto 2, Canada. 

The payment to Shareholders of record at the 
close of business on the 7th day of February, 
1927, and whose shares are represented by regis- 
tered Certificates will be made by cheque, mailed 
from the offices of the Company on the 14th day 
of February, 1927. 

The transfer hooks will be closed from the 8th 
day of February, to the 15th day of February, 
1927, inclusive, and no Bearer Share Warrants 
will be ‘‘split’’ during that period. 

By Order of the Board. 

J. R. CLARKE, 
Secretary. 
56 Church Street, Toronto 2, Canada, 
31st January, 1927. 








To Presidents of Corporations: 


Federal Light & Traction Co. 


PREFERRED and COMMON SJOCK DIVIDENDS 


52 William St., New York, Feb. 2, 1927. 
‘The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
One Dollar and Fifty Cents ($1.50) per 
share on the Preferred Stock of Federal 
Light & Traction Company, payable on 
March 1, 1927 to the Stockholders of record 
—— the close of business February 15, 


The Board of Directors has also this day 
declared the Seventeenth Quarterly Divi- 
dend, at the rate of Thirty-Five Cents (35c) 
per share, upon the Common Stock of the 
Company. Such dividend is payable Twenty 
Cents (20c) in cash and Fifteen Cents (15c) 
per share (1/100 of a share) in the Common 
Stock of the Company. This dividend is 
payable on April 1, 1927, to the Common 
Stockholders of record at the close of 
business March 15, 1927. 

No. certificate of Common Stock will be 
issued for less than one (1) share. For 
tractional shares scrip will be issued and 
will be exchangeable for stock at the office 
of The New York Trust Company, 100 
Broadway, New York, N. Y., upon sur- 
render in amounts aggregating Fifteen 
Dollars ($15.00) or multiples thereof. No 
dividends will be paid to the holders of 
scrip but all dividends on the stock repre- 
sented by scrip will be payable to the first 
registered holder of the stock. 


Checks for the cash dividends and certifi- 
eates and/or scrip for the stock dividend 
will be mailed. 

The transfer books will not be closed. 

J. DUNHILL, 
Secretary and Treasurer. 








Keep the largest group of bona fide investors informed of your Company’s 
expansion by publishing your dividend notices in these columns. 











Meetings 


Independent Oil and Gas 
Company 


Notice of Annual Meeting of Stockholders 


Notice is hereby given that the annual 
meeting of the stockholders of Independent 
Oil and Gas Company, a corporation or- 
ganized under the laws of the State of 
Delaware, will be held at the offices of 
the Company in Tulsa, Oklahoma, on Mon- 
day, March 14, 1927 at 2:00 o’clock P. M., 
for the purpose of considering and trans- 
acting the following business: 

To elect directors for the ensuing 
year. 

2. To transact any and all other busi- 
ness, of any and every kind, that may 
arise or come before said meeting or any 
adjournment thereof. 

or the purpose of voting at this meet- 

ing, a record of stockholders will be taken 

at the close of business February 14, 1927. 
R. M. RIGGINS, 

Secretary & Treasurer. 








AHUMADA LEAD COMPANY 
Notice of Annual Meeting 


Notice is hereby given that the Annual 
Meeting of the Stockholders of the Ah- 
umada Lead Company will be held at the 
General Office of the Company, Room 325, 
Pacific Southwest Bank Building, Colorado 
Street and Marengo Avenue, Pasadena, 
California, on Tuesday, the Fifteenth day 
of March, 1927, at eleven o’clock a.m., 
for the election of Directors and for the 
transaction of such other business as may 
come before the meeting, including the 
consideration, approval and ratification of 
all acts and proceedings of the Board of 
Diractors during the past year. 

The transfer books will not be closed; 
but only those stockholders of record at 
the close of business on Saturday, Feb- 
ruary 19th, 1927, will be entitled to vote 
at said meeting. 

JOHN F. BANKERD, Secretary. 





* Dividends 


Fairbanks, Morse & Co. 
Preferred Dividend 


Notice is hereby given that the regular 
quarterly dividend of One and Three- 
quarters per cent (1%%) has been de- 
clared on the outstanding 7% preferred 
stock of this company, payably on March 
Ist, 1927, to stockholders of record at the 
close of business on February 15th, 1927. 

The transfer books will not close. 

F. M. BOUGHEY, 
Secretary. 





Chicago, Illinois, 
February ist, 1927. 





The Mengel Company 


The Board of Directors of The Mengel 


Company February 8rd, 1927, declared the 


regular quarterly dividend of 1%% on the- 


Preferred Capital Stock of the Company, 
payable March ist, 1927, to Stockholders of 
record at the close of business February 


15th, 1927. 
J. C. DORMAN, Secretary. 


Any Preferred Stock to be _ transferred 
should be sent to this office, Eleventh and 
Dumesnil Streets, Louisville, Ky. 

J. C. DORMAN, Secretary. 
Louisville, Ky., February 4th, 1927 





Reid Ice Cream Corporation - 


The regular quarterly dividend of $1.75 
per share upon the eferred Stock of 
the Reid Ice Cream Corporation, issued 
and outstanding has been declared pay- 
able March 1, 1927, to stockholders of 
record at the close of business February 
17, 1927. Dividend checks will be _for- 
warded by the Chemical National Bank 


of New York. 
WILLIAM J. WELLER, 
Treasurer. 





CHILE COPPER COMPANY 


The Directors have “his day declared a 
distribution of 62% cents per share on the 
Capital stock of the Company, payable 
April 1, 1927 to stockholders of record at 
the close of business on March 4, 1927. 

W. WELCH, Secretary. 


New York, January 25, 1927 


it is estimated that the Nickel Plate 
earned approximately 20.07% on the 
common in addition to the full 6% divi- 
dend on the preferred. The Erie earned 
for its common, after making allowances 
for 4% on the two classes of preferred 
stock, about 6.71%. The C.&0. minority 
stockholders’ committee has maintained 
that, including its equity in Hocking 
Valley, the C. & O. earnings applicable 
to dividends will prove to be more than 
26% on the common. The Pere Mar- 
quette actually earned approximately 
14.50% on the common, after making 
deductions for 5% dividends on the two 
classes of preferred shares. 

Nickel. Plate common stockholders 
are now receiving dividends at the rate 
of 11% a year, while the preferred 
shareholders receive 6%. The Chesa- 
peake & Ohio common dividends in 1926 
totalled 12%, of which 8 was set down 
as regular and 4 as extra. A total 
disbursement of 644% was made on the 
preferred shares. Pere Marquette 
common shareholders had their divi- 
dend raised to 6% a year, which is 
likely to be maintained, and possibly 
an extra of 1 or 2% will be added. Of 
course, the holders of the preferred and 
prior preferred each received their 
maximum of 5%. Holders of all three 
classes of Erie stock received no divi- 
dends last year. 

Dividends were allocated to all of 
them under both Nickel Plate merger 
plans, as previously stated, but just 
what the final rates were in each in- 
stance is not known, as they were not 
officially announced. Most of the 
shares in the other three companies 
were promised a somewhat higher divi- 
dent return than they had been receiv- 
ing under individual management. 

What the actual combined earnings 
under merger operations would have 
been is not certain either. They might 
have been larger or smaller than with 
individual operation. Close students of 
the two merger plans were inclined to 
think that there would be features of 
merger operation that would tend to 
offset the benefits that it was claimed 
would be realized. 

On the basis of 1926 earnings it is 
obvious that the dividends paid to all 
classes of Nickel Plate, C. & O. and 
Pere Marquette stockholders are safe 
for this year, even if the final net re- 
turns are somewhat smaller. 

There has been a great amount of 
conjecture for a long time as to how 
much stock of the four companies the 
Van Sweringens. personally, and 
through the various companies that 
they control, actually own or have at 
their command. This information in 
definite form is not obtainable. 

While no official statement has been 
made, or is obtainable at this writing, 
it is the prevailing opinion in the finan- 
cial district, as already shown, that 
large additional blocks of all these 
various stocks have been acquired in 
the open market and carried by promi- 
nent financial institutions for the ac- 
count of the Van Sweringens. 

A glance at the accompanying table 
will show the tremendous paper profits 
that they have on their earlier pur- 
chases of the various stocks. 
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FAR-SIGHTED AMERICAN Cor. 
PORATIONS PREPARE FOR 
FUTURE BY SECURING 
A FOOTHOLD IN 
CANADA 


(Continued from page 704) 


taken the necessary steps to protect 
themselves against a newsprint famine 
in the near future. It is not only pulp 
and paper that Canada sells them, but 
their good will and cooperation is as- 
sured, for one deal leads to another. 
In the Lake St. John area in Quebec 
the American Aluminum Company and 
the Duke-Price pulp and paper inter- 
ests are at present engaged in the con- 
struction of plants which will develop 
more than 1,000,000 horsepower. In 
what was the wilderness the new city 
of Arvida is rising, with a population 
of 25,000 people, through the magic 
wand of the aluminum industry. 


American Investments 


“Canada offers excellent prospects to 
all vacationists, but it is to be hoped 
that they will learn to consider it just 
as good a place for the investment of 
money. The Mellon-Price-Duke devel- 
opments, involving ultimately $100,- 
000,000 in a single enterprise, ought 
to be a good recommendation.” 

“What about Western Canada?” I 
asked. 

“Prince Rupert is a case in point,” 
was the answer. “Prince Rupert has 
this year taken its place among the 
great grain shipping ports, not to men- 
tion lumber, poles, ties, minerals, fish 
and raw furs. A modern elevator of 
more than a million bushel capacity 
has been constructed, with a receiv- 
ing capacity of eighteen car loads an 
hour and a shipping capacity of 50,000 
bushels per hour. Grain cleaning and 
drying facilities are proportionately 
adequate. The elevator has been leased 
by the Alberta Wheat Pool, which has 
decided to use the new port to the ut- 
most capacity, consistent with the sup- 
ply of available ocean tonnage. The 
first vessel to load grain was the Aden 
Maru. Although the initial shipments 
went to Europe, the entrance of 


Japanese shipping interests into the © 


commerce of the port marks the begin- 
ning of a large interchange of traffic 
with the Orient. 

“It is natural that in the East people 
should be more familiar with what 
goes on in the way of industrial de- 
velopment and commercial expansion 
than with such growth in communities 
two thousand or three thousand miles 
away. The West is keeping pace with 
the East. Throughout Western Canada 
the same spirit of more business is in 
evidence.” 

Canada is destined to be the chief 
storehouse of the United States when 
this country begins to deplete its de- 
creasing stores of certain natural re- 
sources. It is a land of promise to 
American business men and investors. 
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Business Opportunities 


Resident Agent 
215 NO. CARSON STREET 
Carson City, Nev. 
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Transfer Agent 


UNITED STATES MORTGAGE & TRUST COMPANY 


New York 


Full Paid — Non Assessable 
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Mines 


WHITEROCK, NEVADA 


Centennial Beuelopment Corporation 


Incorporated under the Laws of the State of Nevada 


Authorized Capital Stock $200,000 


The Centennial Development Corporation’s extraordinary possibilities, based on the 
authorized capital and other features, offer an exceptional opportunity for a large speculative 
profit and will meet all the requirements of the man of vision. 
Officials will insure conservative management with integrity. Write for full information to-day. 


527 Fifth Avenue, New York 


High character of Directing 








Charters 





LETTERHEADS OF 
DISTINCTION 


LITHOGRAPHED 
LETTERHEADS 


IN 50,000 LOTS COMPLETE 


$1.25 $2.75 


PER THOUSAND PER THOUSAND 

On our 2 Ib. white On our 20 lb. white 

Paramount Bond Better Quality Bond. 

A Beautiful, Strong, A i sheet 

Snappy Sheet. with a high rag 
content. 





PABAMOUNT BETTER 
QUANTITY BOND QUALITY BOND 
 Saliaaal a2 oe $2.75 per M. 


500 175 
6250 misimem =. 2s 
Invoices, Note Heads, Blanks, 
Envelopes, etc., io low. 
vings made at cost. 
GEO. MORRISON COMPANY 
S32 W. 22nd St. New York City 
Tel. Cheleen 1447-1448-1449 
Booklet ef Papers and Engravings on request 








Business Sueanation 


~ SEAL PRESSES 


FOR ALL PURPOSES 


CORPORATIONS. 
NOTARY~ LODGES 


ECIAL @ESIGNS~ 


AUGUST BEKKEVOLD 
—__50 ANN ST.-NEW YORK 


BIG BUSINESS OPPORTUNITY 


$240 400 MACHINE EARNED $5040 IN ONE YEAR; 
ie machine $1448; $160 machine $2160. Many 
Louis machines earned annually $4000. One 
Say placed 390. Responsible company offers ex- 
ve advertising proposition, Unlimited possibili- 
per territory. ae Bhd invest- 

ence unnecessary. AL KEI- 

LAO COMPANY, 812 N, 19th St., St. Louis, Mo. 


FEBRUARY 12, 1987 











DELAWARE charters; fees small; 


incorporator; 
a 901 Orange St., Wikming- 





Dividends 





Stewart Warner Speedometer 
Corporation 
DIVIDEND NOTICE 


At a meeting of the Board of Directors 
of the Stewart-Warner Speedometer Corpo- 
ration held January 25, 1927 the regular 
quarterly dividend of $1. 50 per share was 
declared payable on February 15, 1927 to 
stockholders of record on January 31, 1927. 

The stock transfer books will not be 
closed for dividend purposes. 


W. J. ZUCKER, Secretary. 





The Borden Company 


Common Stock Dividend No. 68 


A quarterly dividend of $1.25 per share 
has been declared on the outstanding com- 
mon stock of this Company, payable March 
1, 1927, to stockholders of record at the 
close of business February 15, 1927. Books 
do not close. Checks will be mailed. 

WILLIAM P. MARSH, 
Treasurer. 





MARTIN-PARRY CORPORATION 
New York, N. Y¥., January 26th, 1927. 
The Board -of Directors of the Martin-Parry 
Corporation has this day declared a dividend of 
Fifty (50c) Cents a share on the capital stock of 
the corporation, payable March Ist, 1927, to stock- 
holders of record February 15th, 1927. The 
transfer books will not be closed. 
F. M. SMALL, President. 





International 


Combustion Engineering Corporation 
Dividend No. 25 


A dividend of fifty cents per share has been 
declared on the capital stock of this Corporation 
payable February 28th, 1927, to stockholders of 
record at the close of business on February 17th, 


1927 
George H. Hansel, Treasurer 
New York, January 28, 1927. 














West Penn 
Railways Company 


NOTICE OF DIVIDEND 


The Board of Directors of West Penn 
Railways Company has declared quar- 
terly dividend No. 39 of one and one- 
half (114%) per cent. upon the 6% 
Cumulative Preferred Stock, for the 
quarter ending March 15, 1927, pay- 
able March 15, 1927, to stockholders of 
record at the close of business on Feb- 
ruary 25, 1927, 


G. E. Murrte, Secretary. 





























Independent Oil and Gas 
Company 


Tulsa, Oklahoma 
January 24, 1927. 
DIVIDEND NO. 18 
Notice is hereby given that the Directors 
of this company, at the regular quarterly 
meeting held January 24, 1927, declared a 
cash dividend for the first quarter of 1927 
of 25c per share, payable April 18, 1927 
to stockholders of record at the close of 
business March 31, 1927. 
R. M. RIGGINS, 
Secretary & ‘Treasurer. 





G. R. Kinney Co., Inc. 


At the quarterly meeting of the Board 
of Directors heli January 19th the regular 
dividen’ of $2.°! per share on the Preferred 
Stock was declured payable March 1st, 1927 
to stockholders of record February 18th, 1927. 


W. HERBERT, Ass’t Treasurer. 





The Miller Rubber Company 


PREFERRED DIVIDEND No. 28 

A regular quarterly dividend of $2.00 
share has been declared on outstandin 
preferred shares, payable March 1, 192%, 
on stock of record at the close of business 

February 19, 1 

WM. F. PFEIFFER, 

Treasurer. 
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Subscriptions having been received in excess of the — — offering, this advertisement appears as a matter of 
record only. - 
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NEW ISSUE 


$27,500,000 


Republic of Chile 


6% External Sinking Fund Gold, Bonds 


Dated February 1, 1927 Interest Payable February 1 and August 1 Due February 1, 1961 


Principal and interest payable in New York City at the office of either of the Fiscal Agents, Kissel, Kinnicutt & Co. and Hallgarten 
& Co., in United States gold coin of the present standard of weight and fineness; or at the option of the holder in London at 
the office of the sub-Fiscal Agent, J. Henry Schroder & Co., in Sterling at exchange rate of $4.8665 to the Pound Sterling; 
without deduction for any Chilean taxes, present or future. Coupon bonds in denominations of $1,000 and $500, reg- 
isterable as to principal only. Redeemable only through the Sinking Fund, on August 1, 1927, or on any interest 
date thereafter at face amount on not less than 10 days’ notice. 


A cumulative Sinking Fund of 1% per annum is provided for, to operate semi-annually through purchase of bonds 
at or below face amount, or if not so obtainable, then by call by lot at face amount. The Republic reserves 
the right to increase the amount of any Sinking Fund payment, and to tender bonds in lieu of cash. 


SINKING FUND CALCULATED TO REDEEM THE ENTIRE ISSUE AT OR BEFORE MATURITY 


A substantial amount of these bonds has been placed in Europe, including $1,500,000 of bonds which are being offered 
in Amsterdam by Pierson & Co., Nederlandsche Handel-Maatschappij, Mendelssohn & Co., Amsterdam, Proehl & Gutmann 
and Vermeer & Co. 


KISSEL, KINNICUTT & CO. and HALLGARTEN & CO., Fiscal Agents. 
NATIONAL BANK OF COMMERCE iN NEW YORK, Registrar. 


The following has been authorized by His Excellency, Don Alberto Edwards, Minister of Finance of the Republic of Chile: 


OBLIGATION: These bonds will be the direct DEBT: The total debt of the Republic as of Decem- 
obligation of the Republic of Chile ——- ber 31, 1926, including all guaranteed 
and principal and interest will be payable in time of Obligations, and including this issue but excepting 
peace or war irrespective of the nationality of the holder. se poryed 2. OS = a son nste74 : about 
The bonds will provide that if in the future the Republic 5227.255.007, of wiuch approximately $90,754,274 consists 
ti - of guaranteed obligations. 
shall issue or dispose of any bonds or loan secured on 
specific revenues or assets, these bonds shall be equally Government-owned properties have an_ estimated 
and ratably secured therewith. value of approximately $650,000,000, which i "It twice 
PURPOSE: The proceeds of this loan will be used f° the country was estimated--aw over { _ .«,000,000, 
alee for public works, including additional equivalent to over $855 per capita. ‘The national wealth 
pert facilities, sanitation and water supply, and for the jn 1923 was therefore over 10 times the total debt as of 
retirement of certain existing obligations. the end of 1926, including this issue. e oe 
Z 


- 





The Republic has agreed to make application to list these Bonds on the New York Stock Exchange 


These Bonds are offered when, as and if issued and accepted by us and subject to the approval of counsel, Messrs. Sullivan 
& Cromwell and Messrs. Chadbourne, Hunt, Jaeckel & Brown, New York City, who as to questions of Chilean law will consult 
with Messrs. Claro & Co., Santiago, of the Chilean Bar. We reserve the right to reject subscriptions in whcle or in part. to 
allot less than the amount applied for and to close the subscription books at any time without notice. Temporary bands 
or interim receipts cf the National Bank of Commerce in New York deliverable in the first instance. , ¥ 


Price 9314, and interest, to yield about 6.50%, 


Hallgarten & Co. Kissel, Kinnicutt & Co. Halsey, Stuart & Co. Lehman Brothers 


Incorporated 


J. Henry Schroder Banking Corporation Cassatt & Co. William R. Compton Co. 


Continental and Commercial Company The Union Trust Northern Trust Company 


Chicago Chicago 


Company of Pittsburgh 
Guardian Det: oit Company E. H. Rollins & Sons Bank of Italy 
The Canadian Bank of Commerce ee 


Edward B. Smith & Co. Merrill, Lynch & Co. J. G. White & Company 


Incorporated 


Incorpura.ed 


The above statements were obtained partly by cable. We regard them as reliable but in no event are such statements to be regarded as 
Feb ear representations by us. Conversion 2f peso figures at parity of exchange. Sterling conversicns at par. 
ebruary, : 
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There are more Frigidaires in use than 
all other electric refrigerators combined 


ODAY in more than 300,000 


homes and_ stores, Frigidaire is 
reducing costs, preventing waste 
and relieving its owners of all re- 
frigeration worry, annoyance and _ in- 
convenience. 

Because Frigidaire methods of de- 
sign, construction and operation bring 
complete freedom from outside ice 
supply — because Frigid- 
aire direct cooling keeps 
all foods colder, better, 
longer — and because it is 
low in first cost and eco- 
nomical in cost of operation 
—Frigidaire is now the 


world’ r el i Frigidaire. is the name of the 
id’s most popular ¢ a electric refrigerator made only 
by General Motors. 


refrigerator. 


LL 


For household use, Frigidaire is made 
in a wide range of complete cabinet 
models for homes and apartments both 
large and‘small. There are also models 
for converting present ice-boxes into 
Frigidaire. And for commercial use, 
there is a Frigidaire for practically every 
need—a model for every merchant 
whose profits depend upon efficient, 
economical and dependable 
refrigeration. 

Complete information 
about Frigidaire for house- 
hold or commercial use will 
be gladly mailed upon request. 
FRIGIDAIRECORPORATION 


Subsidiary of General Motors Corporation 


Dept. N-7, DAYTON, OHIO 
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Interior of the SERIES 36 
enclosed drive limousine 


Py ERCE-A RROW -INAUGU RATES 
A-NEW-MODE-IN- INTERIORS | 


HE world has long 


for the richest and finest 

of motor car bodies. Yet who 
dreamed that even Pierce-Arrow 
would ever achieve the effects of 
beauty which the interiors of the 
new SERIES 36 enclosed ¢ars re- 
veal? The seats are deeply cush- 
ioned lounges. The fabrics, of ex- 
quisite texture, are faultlessly hand- 


i a gees BY PIERCE-ARROW ESPECIALLY 
OOKEd CO Fierce-/ALrow FOR THE NEW SERIES 36 ENCLOSED BODIES 


tailored. The specially designed ap- 
pointments such as door handles, win- 
dow controls and lighting fixtures are 


SERIES 36 SERIES 80 


138-inch wheelbase in 130-inch wheelbase in 
teen ly styles. En- twelve body styles and 26 
closed cars $5875andup coloroptions $2895 and up 
Prices quoted are at Buffalo without addition of the govern- 
ment tax. Pierce- Arrow four-w. rakes and Houdaille 
k absorbers are standard on both chassis. B. K. Booster 
Brake unit standard on Series 36. Write for catalog, 





of dull-finished heavily 
plated gold. But the won- 
derful thing about these new 
SERIES 36 enclosed bodies is that 
although quality has been rigidly 
maintained, they actually cost less. 
Thereis no limitationas to body col- 
ors and no extra cost for unusual 
effects. Upholstery choices are vit- 
tually unlimited. The Pierce-Arrow 
Motor Car Company, Buffalo,N. Y. 


PIERCE-ARROW 


SERIES 36 BNCLOSED DRIVE LIMOUSINE IN ANY DESIRED 


Minima « 


BODY COLOR 1s $5875 aT BUFFALC 
































